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PREFACE. 

As  a  colony,  Maryland  was  governed,  upon  the  whole, 
with  justice  and  intelligence.  Its  people  prospered  so  well 
that,  when  they  finally  determined  to  break  their  long  allegi- 
ance to  the  Lords  Proprietors,  they  did  so  chiefly  in  sup- 
port of  an  abstract  principle  from  the  perversion  of  which 
they  themselves  had  not  greatly  suffered.  In  breaking 
allegiance,  however,  it  was  not  necessary  to  effect  a  com- 
plete change  in  governmental  institutions.  Many  features 
of  the  proprietary  administration  were  such  as  could  be 
continued  with  little  modification.  Such,  however,  was  not 
the  case  with  the  fiscal  practices  of  the  deposed  government. 
These  had  savored  too  much  of  landlordism  to  be  acceptable 
to  the  revolted  democracy,  and  were  speedily  discarded.  The 
substituted  measures  were  hastily  and,  for  the  most  part, 
badly  conceived.  They  reflected  the  chaos  and  perplexity 
of  a  period  of  war,  and,  in  great  degree,  passed  away  with 
that  period;  but  not  entirely  so.  There  is  a  definite  line 
of  continuity  in  the  financial  history  of  Maryland  after 
1776. 

The  present  monograph  takes  up  the  subject  at  that  point, 
and  continues  it  as  far  as  1848.  This  latter  date  is  some- 
what arbitrarily  chosen;  but  it  corresponds  roughly  with 
an  actual  and  important  change  in  financial  administration. 
It  marks,  as  well  as  a  single  year  can  mark,  the  transition 
from  the  early  period  of  financial  experiment  to  the  more 
stable  system  of  the  present  day.  The  first  chapter — cover- 
ing the  years  of  independent  statehood  from  1776  to  1789 
— is  little  more  than  an  outline,  scarcity  of  material  com- 
bining with  a  complexity  of  subject  matter  to  render  a 
more  thorough  study  impracticable.  Thereafter,  the  treat- 
ment is  more  detailed,  particular  emphasis  being  laid  upon 
the  development  and  culmination  of  the  "  Internal  Improve- 
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ment  Movement."  This  interesting  movement,  although 
primarily  economic  in  its  inception,  eventually  developed 
into  the  most  important  problem  of  public  finance  that  had 
ever  confronted  the  state.  Bankruptcy  and  repudiation 
were  long  imminent ;  and,  although  the  state  finally  emerged 
from  its  difficulties  with  its  honor  reasonably  clean,  it  was 
only  after  a  struggle,  the  efifects  of  which  are  still  traceable 
in  the  books  of  the  treasury. 

Such  a  study  as  is  here  attempted  is  of  necessity  largely 
one  of  origins  and  of  historic  concern.  Otherwise,  indeed, 
its  chief  instruction  would  seem  to  be  a  negative  one.  It 
affords  an  example — and  Maryland  is  but  one  of  many 
examples — of  the  fortuitous  and  aimless  manner  in  which 
the  finances  of  our  state  governments  were  long  conducted. 
Laws  and  usages  aflfecting  matters  of  public  finance  are 
notoriously  difficult  of  alteration.  As  a  result,  the  govern- 
ments of  today  are  hampered  by  the  errors  and  omissions 
of  the  past.  Age  gives  a  prescriptive  title  to  a  practice  or 
law,  the  reason  of  whose  existence,  if  it  ever  had  a  suffi- 
cient reason,  is  long  since  forgotten.  By  exposing  the 
origins  of  such  laws  and  practices,  historical  study  may, 
at  times,  render  a  distinct  service  to  the  present. 

The  sources  of  information  have  been  mainly  documen- 
tary :  The  Laws  of  Marylmid;  the  Journals  of  the  Proceed- 
ings of  the  Senate  and  of  the  House  of  Delegates;  the 
various  reports,  etc.,  annually  collected  after  1825  under  the 
title  of  '"  The  Public  Documents;"  and  the  contemporary 
periodicals.  Other  sources  made  use  of  have  been  duly 
mentioned  in  the  footnotes.  The  only  secondary  source 
used  to  any  considerable  extent  is  the  monograph  entitled 
"Sketch  of  Taxation  in  Maryland,"  contained  in  the  Re- 
port of  the  Maryland  Tax  Commission  {Baltimore,  1888). 
For  valuable  personal  assistance,  acknowledgment  is  made 
to  Professor  J.  H.  Hollander  and  Associate  Professor  G. 
E.  Barnett. 

The  author  desires  also  to  make  acknowledgment  of  as- 
sistance received  from  the  Carnegie  Institution  of  Wash- 
ington in  the  preparation  of  this  study. 


CHAPTER  I. 

Outline  of  the  Finances  During  the  Revolution 
(1775-1789). 

In  the  histories  of  the  American  Revolution  the  activi- 
ties of  the  several  state  governments  are  usually  ignored. 
This  omission,  it  is  true,  is  not  without  reason.  The  Con- 
tinental Congress  was  the  accredited  agent  of  the  states; 
it  was  intrusted  with  the  general  direction  of  military  opera- 
tions, it  raised  supplies  of  men  and  money;  and  the  success 
or  failure  of  the  War  depended  primarily  upon  the  wisdom 
of  its  decisions.  In  matters  of  finance,  particularly,  Cong- 
ress was  left  to  its  own  devices.  The  states  gave  but  half- 
hearted response  to  the  requisitions  of  Congress,  and,  by 
issuing  paper  money  in  large  amount,  helped  greatly  to 
depreciate  the  value  of  such  money  and  thus,  indirectly,  to 
interfere  with  one  of  the  most  important  of  the  few  fiscal 
devices  within  the  power  of  Congress.  Nevertheless,  the 
state  governments  had  important  functions  to  perform,  and 
had  to  contend  with  financial  problems  of  no  mean  magni- 
tude. Not  only  were  they  forced  at  times  to  carry  on  mili- 
tary operations  practically  upon  their  own  initiative,  but 
the  indirect  expenses  of  the  war  were  numerous  and  large. 
Nor  did  their  difficulties  cease  with  the  war.  Seven  years 
of  constant  warfare  had  almost  exhausted  the  resources  of 
the  country ;  and  state  and  nation  were  saddled  with  burden- 
some debts.  The  years  necessary  for  recuperation  and  for 
adjustment  to  new  conditions  were  years  of  anxiety.  The 
manner  in  which  the  State  of  Maryland  conducted  its  finan- 
cial affairs  during  this  period,  if  not  wholly  commendable, 
is  at  least  not  discreditable. 
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The  Financiering  of  the  Revolution. 

The  first  Provincial  Convention  in  Maryland,  meeting  in 
June,  1774,  although  composed  of  regularly  elected  delegates 
of  the  people,  was  intended  simply  as  a  means  of  protest 
against  the  alleged  wrongs  of  the  mother-country.  This 
extralegal  body,  however,  was  continued  in  existence,  and 
gradually  assumed,  in  fact  by  its  nature  was  forced  to 
assume,  broad  powers  of  administration  and  legislation. 
But  it  was  not  until  the  middle  of  1776  that  the  old  Pro- 
prietary Government  was  formally  abolished  by  the  depar- 
ture of  Governor  Eden,  and  the  idea  of  independence 
definitely  accepted.  In  these  intervening  two  years  there 
really  existed  two  governments  within  the  state.  But  the 
authority  of  the  Proprietary  Government  in  all  matters  of 
administrative  routine  was  fully  acknowledged,  even  by  the 
Convention  itself,  which  not  only  recognized  the  officers  of 
that  government,  but  even  went  so  far  as  to  offer  to  assist 
them  in  the  collection  of  the  regular  taxes.^ 

The  Convention,  however,  although  thus  modest  in  its 
claims  to  power,  began  at  an  early  date  to  make  preparation 
for  the  forcible  defense  of  its  demands.  Thereupon,  the 
Convention  was  immediately  confronted  with  the  financial 
problem.  The  attempt  to  raise  money  by  voluntary  con- 
tributions met  with  little  success,  although  non-contributors 
were  penalized  by  ostracism  and,  in  some  cases,  by  maltreat- 
ment.^ In  this  extremity  it  was  but  natural  that  the  issue 
of  paper  money  should  be  resorted  to  as  a  tentative  measure. 
To  levy  taxes  would  be  an  undue  stretching  of  the  Conven- 
tion's authority,  and,  moreover,  would  bring  it  into  direct 
conflict  with  the  Proprietary  Government.  The  same  ob- 
jections would  apply  to  the  floating  of  a  loan,  if,  indeed, 
such  a  possibility  suggested  itself.  Bills  of  credit,  however, 
had  then  as  now  a  peculiarly  insidious  power  of  worming 

*  Silver,  The  Provisional  Government  of  Maryland,  p.  32.  Pro- 
ceedings of  the  Convention  of  the  Province  of  Maryland,  p.  115. 

'  Maryland  Archives ;  Journal  of  the  Maryland  Convention,  p.  16. 
Cf.  Proceedings  of  the  Convention  of  the  Province  of  Maryland, 
PP-  9,  13. 
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themselves  into  circulation;  and  their  issue  was  supported 
by  the  precedents  set  by  the  Proprietary  Government  and  by 
the  Continental  Congress.  This  paper-money  policy  was 
formally  begun  in  August,  1775,  when  the  Convention  au- 
thorized an  issue  of  bills  of  credit  to  the  amount  of 
$266,666.66f  .^  Redemption  was  solemnly  promised  in  the 
name  of  the  people  of  the  state.  But  this  was  a  mere 
beginning.  To  carry  on  a  government  in  time  of  war  was 
costly,  and  hardly  had  the  presses  struck  off  this  issue  when 
another  batch  of  $535,111^  was  ordered,  out  of  which,  how- 
ever, the  former  issue  was  to  be  redeemed.*  The  war  was 
now  well  on  and  its  seriousness  and  the  likelihood  of  its 
long  continuance  were  understood.  Within  a  twelvemonth 
the  Convention  duplicated  its  last  issue  of  paper  notes,**  de- 
clared Maryland  a  free  and  independent  state,  and  made 
provision  for  a  formal  constitution  and  a  regular  machinery 
of  government. 

The  first  General  Assembly,  meeting  in  February,  1777, 
found  large  and  growing  military  expenditures,  an  appreci- 
able floating  debt,  incurred  by  the  late  Conventions,  no 
regular  sources  of  revenue,  and  a  circulating  medium,  satu- 
rated with  a  million  odd  dollars'  worth  of  state  bills  of 
credit  and  with  a  far  greater  amount  of  continental  paper. 
In  the  forming  of  a  financial  policy,  the  Assembly,  as  has 
been  noticed,  had  to  begin  practically  afresh.  The  revenue 
of  the  Proprietary  Government  had  been  derived  mainly 
from  port  duties,  poll-taxes  and  the  system  of  quit-rents. 
Poll-taxes  and  quit-rents  were  out  of  harmony  with  the 
new  democratic  principles,  and  port  duties  could  be  of  little 
importance  so  long  as  the  enemy  should  hold  the  control 
of  the  seas.  Thus,  a  few  license  charges — those  upon  mar- 
riages, keepers  of  ordinaries  and  peddlers — together  with  a 
few  fees  and  the  fines  and  forfeitures  which  accrued  as 
an  incident  to  the  judicial  system,  were  the  only  sources 

"Maryland  Archives;  Journal  of  the  Maryland  Convention,  pp. 
24-25. 

*  January,  1776.  Proceedings  of  the  Convention  of  the  Province 
of  Maryland,  p.  87. 

'  Idem,  p.  366. 
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of  revenue  which  could  be  accepted  by  the  new  govern- 
ment as  legacies  from  the  old.  These  sources  were  con- 
tinued,® in  some  cases  without  formal  re-enactment;  other- 
wise, there  was,  during  the  whole  period  of  the  war, 
little  inclination  shown  to  derive  revenue  from  indirect 
methods  of  taxation.  A  short-lived  tax  upon  billiard-tables^ 
/was  the  only  new  license  charge  imposed.  A  tax  of  i  per 
cent,  upon  sales  at  auction  was  levied  in  1780,^  but  was 
repealed  within  a  year;®  and  duties  upon  imports  and  ex- 
ports, although  numerous  and  heavy,  were  of  little  effect, 
owing  to  the  stagnation  of  foreign  trade. 

The  financial  expedients  upon  which  the  government  of 
Maryland  placed  its  chief  reliance  during  the  years  of  the 
war  were:  (i)  The  general  property  tax;  (2)  the  issue  of 
certificates  of  debt;  (3)  the  confiscation  of  British  property. 
These  will  be  briefly  considered. 

General  Property  Tax. 

The  financial  measure  most  favored  and  first  adopted  by 
the  Assembly  was  the  levy  of  a  tax  upon  real  and  personal 
property.  Such  a  tax  was  unfamiliar  to  the  people.  Even 
a  land  tax  had  been  resorted  to  only  once  during  the  whole 
history  of  the  Proprietary  Government.^*'  But,  in  the  re- 
action against  indirect  and  personal  taxation,  the  apparent 
justice  of  the  property  tax  strongly  commended  it  to  the 
people;  and  the  principle  that  each  citizen  should  contribute 
to  the  public  treasury  in  proportion  to  his  wealth  in  prop- 
erty was  made  a  fundamental  article  of  Maryland's  Declara- 
tion of  Rights.  In  the  excitement  of  war,  however,  it  was 
no  easy  matter  to  put  such  a  tax  into  operation.  In  the 
first  place,  lack  of  experience  would  render  the  framing  of 
an  efficient  law  extremely  difficult ;  and,  secondly,  the  assess- 
ment and  collection  of  such  a  tax  required  an  elaborate 
machinery,   which   would   be   difficult   to  construct.     As   a 

•Md.  Laws,  1780  (June),  ch.  8. 

'Idem,  1780   (June),  ch.  8. 

"Idem,  1780  (October),  ch.  30. 

•Idem,  1781   (May),  ch.  8. 

*"  During  the  French  and  Indian  Wars. 
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result,  the  new  tax  laws  developed  many  weaknesses  from 
the  first.  The  assessments  were  badly  made,  and  levied 
with  great  inequity  between  persons  and  places.  Neverthe- 
less, the  general  property  tax  was  continued  until  after  the 
close  of  the  war,  and  formed,  while  it  lasted,  the  most  im- 
portant, and  only  dependable,  source  of  revenue. 

So  far  as  the  state  finances  are  concerned  this  early 
use  of  the  property  tax  is  complete  in  itself.  It  was  dis- 
carded in  1786;  and,  when  again  restored  nearly  fifty  years 
later,  it  was  of  a  radically  different  character.  But  the 
methods  of  assessment  and  collection  developed  in  the 
earlier  acts  are  interesting  for  purposes  of  comparison 
with  the  later  acts;  and  they  are  important,  moreover,  as 
embodying  the  basic  features  of  the  assessment  system  used 
by  the  local  governments  in  this  intervening  half-century. 

From  1777  to  1786  an  assessment  act  was  an  annual, 
sometimes  a  semi-annual,  occurrence.  Not  in  all  cases, 
however,  was  a  new  general  assessment  provided.  In  some 
years  the  previous  assessment  was  retained  with  only  such 
changes  as  were  necessitated  by  the  addition  of  new  prop- 
erty or  the  abatement  of  old.  Each  of  these  acts  was,  in 
a  sense,  an  improvement  upon  the  previous  one,  but  the 
essential  features  of  the  several  acts  are  very  similar.  This 
is  especially  true  as  regards  the  machinery  of  assessment. 
In  each  case  a  board,  known  as  the  commissioners  of  the 
tax,  was  named  for  each  county,  with  general  supervisory 
power  over  the  enforcement  of  the  tax  laws  within  its  juris- 
diction. This  board  appointed  assessors  of  property  for 
the  county,  sometimes  according  to  the  ancient  division  of 
the  state  into  hundreds,  sometimes  according  to  specially 
constructed  assessment  districts.  The  assessors  reported  to 
the  board  of  commissioners,  who  then  acted  as  a  court  of 
appeal,  listening  to  complaints  and  increasing  or  decreasing 
the  assessors'  valuation  at  its  discretion.  The  act  of  1788 
transferred  the  final  authority  of  review  to  a  special  court 
of  appeal  for  each  county  and  for  Baltimore  Town;  but  a 
few  years  later  these  special  courts  were  abolished,  and  the 
appellate  jurisdiction  in  matters  of  the  tax  was  revested  in 
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the  county  commissioners.  For  the  collection  of  the  tax, 
the  board  was  authorized  to  appoint  some  suitable  person — 
the  sheriff  of  the  county  being  usually  the  first  choice — 
who  was  directed  to  appoint  deputy  collectors  for  each 
hundred  or  district.  The  distinctive  feature  of  this  whole 
system  of  administration  was  its  centralization.  The  com- 
missioners of  the  tax  were  appointed  by  and  were  respon- 
sible to  the  state  government,  and  the  subordinate  officers 
of  assessment  were  of  similar  character. 

The  endeavor  to  render  the  tax  upon  real  property  equi- 
table as  between  localities  was  responsible  for  most  of  the 
changes  in  the  successive  acts.  The  first  act,  that  of  1777,^^ 
allowed  the  assessor  to  accept  the  sworn  statement  of  the 
owner  as  the  true  valuation  of  his  property,  merely  pro- 
viding penalties  for  evasion  or  false  statement.  This  sys- 
tem led  to  marked  irregularities.  Thereupon,  valuation  by 
personal  oath  was  discontinued  i^^  and,  to  guide  the  assessors 
in  estimating  the  value  of  land,  the  law  provided  that  no 
land  should  be  valued  at  less  than  7s.  6d.,  nor  for  more  than 
£4.^^  The  wide  discretion  still  given  the  assessor  caused 
this  crude  measure  to  have  little  effect.  Not  until  the  last 
act  of  the  series,  that  of  1785,^*  was  any  comprehensive  plan 
for  equalization  devised.  By  this  new  plan  an  average 
value  for  the  land  of  each  county  was  fixed  by  law,  the 
average  varying  from  33s.  6d.  per  acre  for  Kent  County  to 
15s.  9d.  per  acre  for  Caroline.  This  average  value  per 
acre  was  then  multiplied  by  the  number  of  acres  in  order 
to  give  the  taxable  basis  of  the  county.  The  actual  levy 
of  the  tax  was  made  as  before  upon  real  and  personal 
property  according  to  the  selling  value  thereof.  Such  a 
scheme  as  this  was  complex  and  difficult  to  apply;  and  the 
fixing  of  average  land  values  was  necessarily  arbitrary. 
Nevertheless,  the  act  was  calculated  to  accomplish  its  pur- 
poses, which  were,  first,  the  rough  equalization  of  the  burden 

"Md.  Laws,  1777  (February),  ch.  21. 
Idem,  1781  (November),  ch.  4. 
Idem,  1777  (October),  ch.  14. 
Idem,  1785,  ch.  53. 
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of  the  tax  among  the  counties,  and,  second,  the  prevention 
of  the  steady  decline  in  the  valuation  of  property  within 
the  state  as  returned  by  the  assessors. 

The  assessment  of  personal  property  was  for  the  most 
part  left  to  the  discretion  of  individual  opinion.  The  owner 
returned  an  account  thereof,  under  penalty ;  and  the  assessor 
valued  it  at  what  he  thought  it  to  be  worth.  In  a  few  cases, 
however,  rules  were  laid  down  for  the  guidance  of  the 
assessor.  Thus,  the  values  at  which  slaves  were  to  be  every- 
where assessed  were  detailed  in  a  table,  the  amounts  vary- 
ing according  to  age,  sex,  etc.  Similarly,  silver  plate  was 
assigned  a  fixed  taxable  value  of  8s.  4d.  per  ounce;  and, 
for  a  time,  bar  and  pig  iron  were  given  specific  values  per 
ton.  Intangible  wealth  was  as  yet  of  no  great  importance, 
consisting  principally  of  various  sorts  of  debts  and  of  in- 
terests in  land.  The  general  rule  was  that  debtors  should 
be  allowed  to  deduct  from  the  interest  due  their  creditors 
the  amount  of  the  tax  on  the  principal  of  the  debt.^*^  Ten- 
ants paying  taxes  could  deduct  the  amount  of  the  taxes 
from  their  rent.^®  Ground-rents  in  towns  were  assessed  to 
the  lessor,  the  value  thereof  being  determined  by  capitaliz- 
ing the  rent  at  8  per  cent. ;  and,  in  the  same  way,  the  value 
of  rented  houses  in  towns  was  ascertained  by  capitalizing  the 
rents  at  16  per  cent.^^  In  the  early  acts  the  attempt  was 
made,  but  with  little  success  apparently,  to  complete  the 
property  tax  by  an  income  tax  upon  annuitants  and  upon 
persons  holding  public  offices  and  profits;  and,  in  all  the 
acts,  single  males  of  a  certain  age  were  required  to  pay  a 
fixed  tax  of  15s.,  when  they  did  not  pay  taxes  upon  a 
minimum  amount  of  property. 

Exemption  from  taxation  was  extended  to  the  property 
of  the  United  States,  the  State  of  Maryland,  and  parish 
schools,  all  provisions  (except  livestock)  necessary  for  con- 
sumption for  the  year,  tools  of  mechanics  and  manufacturers 
actually  employed,  ready  money,  and  wearing  apparel.    Also, 

"Md.  Laws,  1777  (February),  ch.  22;  1781  (November),  ch.  4. 
"Idem,  1781,  ch.  4. 
"  Idem,  1785,  ch.  53. 
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any  person  not  possessing  property  valued  at  more  than 
iio  was  deemed  a  pauper,  and,  therefore,  not  a  subject 
for  taxation.*® 

The  rate  of  the  first  tax  levy  in  1777  was  los.  per  iioo 
of  property.  By  1780  it  had  risen  to  £25.  After  that  it 
declined,  until  in  1785  it  was  7s.  6d.  These  figures  are 
not  significant.  The  apparently  confiscatory  character  of 
a  rate  of  25  per  cent,  is  explained  by  the  fact  that  the  tax 
was  payable  in  a  greatly  depreciated  currency,  whereas  the 
assessment  was  upon  a  specie  basis.  Estimating  the  greatest 
depreciation  to  have  been  in  the  ratio  of  40  paper  to  i  specie 
dollar,  the  tax  of  £25  would  have  been  but  slightly  over 
f  of  I  per  cent,  in  specie.  The  difficulty  of  the  treasury 
at  the  time  was  complicated  by  the  fact  that  the  annual 
assessments  of  property  steadily  declined.  In  1780  the 
total  property  value  returned  for  taxation  was  £15,889,079; 
by  1782  this  had  been  reduced  to  £11,747,493;*®  and  in 
1786  it  was  only  about  £10,000,000.^® 

Bills  of  Credit  and  Certificates  of  Debt. 

The  great  depreciation  in  the  bills  of  credit  put  forth  by 
the  state  conventions  and  by  the  Continental  Congress 
showed  the  weakness  of  such  issues  secured  simply  upon 
a  pledge  of  faith.  The  attempt  to  maintain  such  bills  at 
par  by  declaring  them  a  legal  tender  proved  futile  from 
the  beginning;  and,  in  1780,  this  provision  was  repealed.^* 
With  this  experience  before  their  eyes,  and  at  the  solicita- 
tion of  Congress,  the  General  Assembly  for  some  three 
years  refused  to  countenance  any  further  paper-money  pro- 
posals. An  empty  treasury,  however,  in  time  forced  the 
abandonment  of  this  attitude.  But,  in  again  sanctioning  the 
emission  of  paper  bills,  the  Assembly  endeavored  to  provide 
against  the  evils  of  the  earlier  issues,  the  most  important 
departure  from  the  earlier  practice  being  the  establishment 

"Md.  Laws,  1781,  ch.  4. 

"Proceedings  of  House  of  Delegates,  1782  (November),  p.  12. 

"Idem,  1785  (November),  p.  85. 

^'Md.  Laws,  1780  (June),  ch.  28. 
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of  redemption  funds  of  undoubted  adequacy.  These  funds 
were  obtained  either  by  setting  aside  definite  amounts  of 
confiscated  British  property  or  by  the  levy  of  special  taxes. 
The  bills  were  made  receivable  for  treasury  payments ;  and, 
as  a  rule,  bills  once  received  by  the  state  were  permanently 
retired.^^  The  total  value  of  the  new  bills  emitted  was 
relatively  small;  and,  of  the  three  issues  authorized,  only 
two  were  at  the  state's  own  initiative.  These  were:  by  act 
of  June,  1780,2^  £30,000,  known  as  "  Black  Money,"  and  by 
act  of  May,  1781,  £200,000,  known  as  "  Red  Money."^*  The 
other  issue  was  merely  in  fulfilment  of  an  act  of  Congress, 
by  which  it  was  arranged  to  retire  the  greatly  depreciated 
continental  paper.^^  Under  this  arrangement  each  state 
was  directed  to  provide  for  the  retirement  of  its  assigned 
quota  of  the  old  emission ;  and,  in  substitution,  a  new  issue 
limited  to  one  twentieth  of  the  face  value  of  the  old  was 
authorized.  Of  the  new  bills,  the  state  was  to  receive  six 
tenths  for  its  own  use.  The  quota  assigned  Maryland  for 
retirement  was  $20,540,000.  This  would  allow  the  issue 
of  about  $1,000,000  worth  of  new  tenor  bills,  but  up  to 
April,  1782,  only  £98,070^®  of  this  amount  had  been  put 
forth.  These  bills,  known  as  "  Continental  State  Money," 
were  secured  upon  a  redemption  fund  provided  by  the  state, 
and  differed  from  the  regular  state  issues  in  that  they  bore 
interest. 

Not  only  did  the  new  state  bills  depreciate,  but  the 
Assembly  anticipated  such  depreciation,  and  provided  that, 
at  intervals,  the  commissioners  of  the  tax  should  publish 
the  rates  at  which  the  bills  would  be  received  in  payment  of 
taxes.  This  led  to  much  confusion,  the  commissioners  in 
one  county  fixing  the  rate  as  low  as  2  to  i,  and  those  of 
another  county  at  5  to  i.  Finally,  the  Assembly  itself 
enacted  the  depreciation  rates  at  which  bills  should  be  re- 


"Md.  Laws,  1781  (May),  ch.  36. 
^Idem,  1780  (June),  ch.  24. 
"Idem,  1781   (May),  ch.  23. 
^Idem,  1780  (June),  ch.  8. 
*"Idem,  1782,  ch.  50. 
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ceived.*^  By  October,  1780,  the  old  Convention  money,  as 
well  as  the  early  continental  issues,  had  so  fallen  in  value 
that  the  state  fixed  a  date  after  which  they  should  not  pass 
current.  In  the  mean  time,  however,  they  could  be  ex- 
changed for  bills  of  the  new  issue  at  the  ratio  of  40  to  i.^® 
The  comparatively  little  use  made  of  bills  of  credit  by  the 
state  was  due  primarily  to  the  fact  that  "  certificates  of 
debt "  were  found  to  be  a  more  feasible  means  of  coining 
the  public  credit.  These  certificates,  although  issued  in  a 
variety  of  forms,  were  simply  interest-bearing  treasury 
notes.^®  The  several  emissions  differed  widely  in  details; 
but  the  essential  features  were :  annual  interest  at  6  per  cent., 
payment  at  specified  dates  or  at  the  close  of  the  war,  re- 
demption secured  by  some  particular  fund,  and  receivability 
for  taxes  and  certain  other  forms  of  public  dues.  Except 
that  they  bore  interest,  they  differed  but  little  from  the  later 
issues  of  state  bills,  and  were  quite  analogous  to  the  *'  Conti- 
nental State  Money."  Originally,  however,  they  were  not 
intended  as  a  currency;  and  the  earlier  issues  were  of  no 
lower  denomination  than  £20.^®  But  later  the  denomina- 
tions were  reduced ;  and,  as  the  state  was  lax  in  paying  the 
promised  interest,  the  certificates  of  debt  depreciated,  and 
became  identified  apparently  with  bills  of  credit  in  ordinary 
transactions.  These  certificates  were  issued  in  profusion 
and  for  almost  every  kind  of  treasury  payment,  being  in- 
deed the  usual  means  of  meeting  a  treasury  deficit.  Each 
issue  required  legislative  sanction,  and  the  purpose  was 
specified.  But  so  long  as  the  purpose  was  respected  no 
limit  was  placed  upon  the  amount  the  treasurer  might  issue. 
Sometimes  these  certificates  were  for  direct  advances  of 
specie  or  supplies  ;^^  but  the  major  portion  emitted  was 
forced  upon  various  state  creditors  in  lieu  of  actual  money. 


Md.  Laws,  1780  (October),  ch.  48;  1781   (May),  ch.  24. 
"Idem,  1780  (October),  ch.  5. 

"Cf.  Md.  Laws,  1778  (March),  ch.  16;  1779  (November),  ch.  38; 
1781  (May),  ch.  5;  1782  (November),  ch.  25. 
"Md.  Laws,  1778  (March),  ch.  16. 
"Cf.  Md.  Laws,  1780  (October),  ch.  51;  1780  (June),  ch.  2. 
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Confiscated  British  Property. 

After  long  meditation,  the  Assembly  in  the  fall  of  1780 
determined  upon  the  confiscation,  with  some  exceptions, 
of  all  property  within  the  state  belonging  to  British  sub- 
jects.^^  The  value  of  the  property  seized  under  this  act 
is  difficult  of  computation,  but  i5oo,CHX)  specie  value  would 
probably  be  a  conservative  estimate.^^  Unfortunately  for 
the  treasury,  however,  most  of  this  property  was  in  the 
form  of  land,  and,  in  the  depression  of  war  times,  not 
readily  convertible  into  money.  All  of  it  was  offered  for 
sale.  But  investment  seekers  with  ready  money  were  not 
plentiful,  and  only  a  fraction  was  sold  outright.  The  far 
larger  portion  was  disposed  of  on  credit,  the  purchaser 
being  required  usually  to  give  a  well-secured  bond  for  the 
payment  of  annual  interest  on  his  debt  and  of  the  principal 
within  a  specified  term  of  years.  Final  settlement  was  con- 
sequently not  effected,  in  most  cases,  until  long  after  the 
war  had  ceased.  Thus,  the  confiscation  of  British  property 
was  of  small  direct  benefit  to  the  state  at  the  time  of 
greatest  need;  but  indirectly  it  served  a  good  purpose  as 
a  convenient  fund  for  the  security  of  bills  of  credit  and  of 
certificates  of  debt. 

These  three  measures — the  general  property  tax,  the 
issue  of  bills  and  certificates  and  the  confiscation  of  British 
property — embody  practically  the  whole  of  the  revenue 
legislation  of  Maryland  during  the  Revolution.  A  solitary 
effort  to  borrow  money  abroad  met  with  little  success.  The 
special  commissioner  of  the  state,  Matthew  Ridley,  was  suc- 
cessful, indeed,  in  negotiating  a  loan  of  £40,500  with  the 
Messieurs  van  Stophorst  of  Holland  in  1782;^*  but  the 
Legislature,  believing  the  terms  disadvantageous,  annulled 
the  contract,  and  directed  the  commissioner  to  refund  the 

"Bond.  State  Government  in  Maryland,  p.  71.  Proceedings  of 
the  House  and  Senate,  April  and  May,  1780. 

"Proceedings  of  the  House  of  Delegates,  1781  (November),  p.  36; 
1782  (November),  p.  75;  1783  (November),  p.  39;  1785  (Novem- 
ber), Report  of  Committee  on  the  Proceedings  of  the  Commissioners 
of  Confiscated  Property,  p.  88. 

"Proceedings  of  the  House  of  Delegates,  1792  (November),  p.  99. 
Cf.  McSherry,  History  of  Maryland. 


20  Financial  History  of  Maryland.  [370 

money  already  obtained  by  him.     The  final  settlement  of  the 
matter,  however,  was  not  effected  for  many  years. 

It  is  not  necessary  to  enter  into  the  details  of  the  expendi- 
tures during  this  period.  Excluding  the  administrative  ex- 
penses of  the  government,  they  were  almost  entirely  for 
military  purposes,  ceased  at  the  close  of  the  war,  and  left 
no  permanent  impress  on  the  character  of  the  appropria- 
tions. Besides  the  cost  of  supporting  its  own  military  force, 
Maryland  was  called  upon,  of  course,  to  bear  its  portion 
of  the  expenditures  of  the  Continental  Congress.  The 
requisitions  made  for  this  purpose  upon  the  state,  however, 
were  paid  with  little  promptness.  At  the  final  casting  up  of 
accounts  between  the  several  states  on  the  one  hand  and 
Congress  on  the  other,  Maryland  was  found  to  be  among 
the  six  "  debtor "  states,  i.  e.,  among  those  which  had 
paid  less  than  their  proportionate  share  of  the  general  ex- 
penses of  the  central  government.  Congress  refunded  the 
differences  due  to  the  creditor  states;  but  Maryland,  along 
with  the  other  debtor  states,  never  paid  the  balance  which 
it  owed. 

Treasury  Confusion  After  the  War. 

The  close  of  the  Revolution  found  the  state  treasury  de- 
pleted, and,  what  proved  equally  serious,  thoroughly  dis- 
organized. This  disorganization  was  due  in  part  to  the 
difficulty  inherent  in  the  attempt  to  do  business  with  several 
forms  of  circulating  medium,  and  in  part  to  the  insufficient 
treasury  staff.  It  was  no  mean  task  to  keep  books  balanced 
or  to  render  them  intelligible  when  the  accounts  entered 
were  sometimes  in  specie,  more  often  in  certificates  of  debt 
and  bills  of  credit,  and  not  infrequently  in  actual  commodi- 
ties— tobacco,  wheat,  pork,  etc.  To  keep  track  of  the  con- 
tinual variations  in  the  rates  of  depreciation,  of  which  each 
bill  and  certificate  had  its  own,  was  a  labor  in  itself.  As 
it  was,  the  Legislature,  in  its  efforts  toward  economy,  had 
undervalued  the  need  of  an  efficient  clerical  staff;  and  the 
small  force  of  officials  provided  was  unable  to  cope  with 
the  accumulating  work  thrust  upon  it.  Moreover,  the 
sheriffs,  county  clerks  and  others  entrusted  with  the  collec- 
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tion  of  the  public  revenues  had  become  excessively  lax  in 
making  returns  to  the  treasury.  Heavy  penalties  were 
enacted  against  such  negligent  officials,  but  the  laws  were 
seldom  enforced.  Under  the  plea  of  industrial  distress, 
hundreds  of  appeals  were  made  to  the  Legislature  for  re- 
lease from  debts  or  for  the  benefit  of  insolvency  acts.  In- 
dulgence was  readily  granted,  to  the  confusion  of  the 
finances,^*^  and  to  the  encouragement  of  inefficiency  and 
fraud.  The  existing  distress  of  industry,  however,  must 
not  be  underestimated.  The  war  had  drained  the  resources 
of  the  people  to  the  utmost ;  and  time  was  required  to  restore 
commerce  to  a  normal  condition.  Recuperation,  moreover, 
was  seriously  hampered  by  the  confusion  in  the  circulating 
medium.  People  could  not  raise  money  to  pay  their  debts. 
The  property  tax  had  become  so  difficult  of  collection  that 
the  annual  produce  was  less  than  its  annual  arrears,  and 
in  1785  it  was  discontinued.  As  a  partial  offset,  there  was 
a  rapid  increase  in  the  receipts  from  port  duties  following 
upon  the  close  of  the  war.  These  jumped  from  almost 
nothing  in  1782  to  ^33,093  in  1786.^^  But,  notwithstanding 
the  addition  of  this  important  item,  the  revenues  of  the 
treasury  were  insufficient  to  meet  the  ordinary  governmental 
expenditures  plus  the  interest  on  the  state  debt. 

In  the  presence  of  this  confusion  the  Legislature  seemed 
helpless.  No  new  taxes  were  imposed.  The  treasurj^ 
drifted  along  without  definite  policies,  paying  ready  money 
when  it  could,  and,  when  it  could  not,  issuing  more  certifi- 
cates. The  state  debt  was  the  matter  of  most  immediate 
concern;  and,  for  its  payment,  the  Legislature  did  make 
half-hearted  provision.  This  debt,  as  has  been  noted,  con- 
sisted of  bills  of  credit,  certificates  of  debt  and,  less  impor- 
tant, the  unsettled  Van  Stophorst  loan.  Bills  of  credit 
had  been  reduced  by  the  steady  process  of  receipt  and  can- 
cellation by  the  treasury  to  the  sum  of  $186,275  f'  and  the 
redemption  of  this  small  remainder  gave  no  cause  for  worry. 
Certificates  of  debt,  however,  had  increased  rapidly,  and 

"Md.  Laws,  1786,  ch.  21,  ch.  51;  1787  (November),  ch.  29. 
*■  Proceedings  of  the  House  of  Delegates,  1786,  p.  40. 
"  Md.  Laws,  1784,  ch.  55. 
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were  still  being  issued.  In  the  absence  of  funds  where- 
with to  redeem  this  indebtedness,  the  obvious  course  was 
to  reduce  the  ill-assorted  mass  of  debt  to  some  form  of 
harmony.  This  the  Legislature  attempted  in  an  act  whose 
title  explains  its  purpose :  "  An  act  to  establish  funds  to 
secure  the  payment  of  the  state  debt  within  six  years,  and 
for  the  punctual  paying  of  the  annual  interest  thereon."^® 
By  this  act  the  old  system  of  pledging  a  separate  security  for 
each  form  of  obligation  was  done  away  with,  as  far  as 
was  consistent  with  earlier  promises;  and  a  general  fund 
was  established  by  throwing  into  one  all  the  proceeds  from 
the  sale  of  confiscated  British  property,  debts  due  the  state 
on  bonds,  and  arrearages  of  taxes  accruing  before  1783. 
This  fund  was  pledged  for  the  payment  of  all  forms  of  the 
state  debt  on  or  before  January  i,  1790,  and  for  the  punc- 
tual payment  of  an  annual  interest  of  6  per  cent,  in  the 
mean  time.  The  act  was  based  upon  the  belief  that  the  debts 
due  the  state  were  sufficient,  when  paid,  to  meet  all  the  state's 
obligations.  No  provision,  however,  was  made  against  the 
possibility  of  insufficiency  except  for  that  portion  of  the 
debt  not  maturing  until  after  1790.  For  this  object  a  tax 
of  2s.  6d.  per  £100  of  real  and  personal  property  was  levied. 
The  "  funding  law  "  of  1784  accomplished  little.  State 
debtors  were  slow  in  settling  with  the  treasurer,  and  the 
Legislature,  as  a  rule,  wais  willing  to  give  further  indulgence. 
The  sinking  fund  tax  of  2s.  6d.  was  collected  with  great 
irregularity  and  with  a  heavy  expense  to  the  state.^®  As 
a  result,  no  appreciable  fund  was  accumulated  with  which 
to  redeem  the  debt  in  1790.  But,  by  a  less  direct  means, 
the  same  purpose  was  accomplished.  This  came  about 
through  the  receipt  and  cancellation  of  certificates  by  the 
treasury,  as  had  been  the  case  with  bills  of  credit.  Up  to 
1785  the  issue  of  new  certificates  annually  exceeded  the 
cancellation  of  those  received;  but,  thereafter,  the  condi- 
tions were  reversed,  and  each  year  a  considerable  amount 
of  such  obligations  was  permanently  retired. 

"  Proceedings  of  House  of  Delegates,  1784,  p.  22. 
"Idem,  1794,  p.  83. 


CHAPTER  II. 
Period  of  Surplus  Financiering  (1789-1816). 

The  mere  adoption  of  the  national  constitution  did  not 
effect  any  radical  changes  in  the  state's  financial  policies. 
The  prohibition  contained  in  that  instrument  against  the 
use  of  bills  of  credit  by  the  individual  states  was  no  hard- 
ship to  Maryland.  No  such  bills  had  been  issued  for  several 
years;  although  their  issue  had  been  at  times  strongly 
urged  by  a  considerable  party,  the  proposition  had  met 
with  little  popular  favor;  and  it  is  highly  improbable  that 
paper  bills  would  have  been  again  resorted  to,  even  if  the 
legislative  power  had  not  been  restrained.  The  similar 
denial  of  the  right  to  levy  port  duties,  however,  was,  on 
its  face,  of  vital  importance  to  the  state.  Such  duties  had 
been  the  chief  source  of  revenue  since  the  abolition  of  the 
direct  tax  in  1785 ;  and  if  no  compensation  had  been  made 
for  this  loss,  the  treasury  would  have  been  seriously  em- 
barrassed. Ample  compensation,  however,  was  immedi- 
ately made  by  the  funding  law  of  Congress,  by  which  the 
state  debt  was  converted  into  a  national  debt. 

From  the  standpoint  of  financial  legislation  the  years 
from  1790  to  the  close  of  the  second  English  war  were 
almost  barren — from  that  of  taxation  entirely  so,  except 
for  an  interesting  tax  upon  banking  capital  levied  in  18 14. 
Treatment  of  the  period  will  therefore  be  limited  to  the 
description  of,  first,  the  financial  condition  and  practice  in 
1790;  second,  the  fortunate  series  of  events  by  which  the 
treasury  came  into  possession  of  a  surplus  large  enough 
to  render  it  independent  of  ordinary  revenue,  and,  finally, 
the  interruption  to  this  happy  condition  caused  by  the  war 
of  1812. 

23 
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Financial  Condition  in  1790. 

The  preceding  chapter  will  have  indicated  the  fiscal  prob- 
lems of  Maryland  at  the  time  of  its  entrance  into  the  new 
federation  of  states  under  a  national  constitution.  The 
practices  established  hurriedly  in  a  time  of  war  had  been 
allowed  to  continue  almost  unchanged.  Little  serious  con- 
sideration had,  indeed,  been  given  to  financial  affairs.  In 
most  matters  the  treasurer  had  been  left  to  his  own  re- 
sources and  ideas.  The  public  accounts  were  still  in  con- 
fusion. Only  a  small  portion  of  the  many  debts  owing  the 
state  had  been  collected ;  and  the  total  amount  of  such  debts 
likely  to  be  collected  was  a  matter  of  vagueness.  The  only 
improvement  effected  had  been  in  the  reduction  of  the  state 
debt,  which  now  stood  at  about  $835,000.  The  reduction 
had  been  effected  by  the  process,  already  described,  of  can- 
celling bills  and  certificates  as  received  in  treasury  pay- 
ments. New  certificates  were  still  issued,  but  after  1789 
the  annual  amount  issued  was  unimportant. 

Ordinary  Receipts  and  Expenditures  in  1790. 

The  use  of  the  general  property  tax  during  the  Revolu- 
tion and  of  port  duties  during  the  remaining  years  of  inde- 
pendent statehood  represented  the  only  serious  attempts  by 
the  Legislature  to  raise  revenue  by  taxation.  Indeed,  the 
/  only  other  form  of  taxation  at  any  time  resorted  to  was 
that  of  the  license  tax,  of  which  the  principal  applications 
had  been  carried  over  unchanged  from  colonial  times. 
Licenses,  for  the  granting  of  which  payments  were  exacted, 
were  required  in  five  instances:  (i)  marriages^  (30s.)  ;  (2) 
hawkers  and  peddlers^  (£6)  ;  (3)  keepers  of  ordinaries' 
(£6)  ;  (4)  retailers  of  spirituous  liquors  (£3)  ;  (5)  liquor 
sellers  at  horse  races*  (30s.).  The  tax  on  billiard-tables, 
imposed  in  1780,  did  not  continue  as  a  state  tax,  although 
it  was  shortly  reimposed  for  the  benefit  of  the  county  gov- 
ernments.    Marriage   licenses   were   issued   by  the  county 

*Md.  Laws,  1777  (February),  ch.  12. 

'  Idem;  1784,  chs.  7,  zi- 

"Idem,  1780  (March),  ch.  24;  1784,  chs.  7,  37. 

*Idem. 
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courts,  and  the  taxes  collected  by  the  clerks  thereof.     In 
the  other  cases  the  licenses  were  issued  by  the  same  courts ; 
but  the  collection  of  the  tax  was  entrusted  to  the  sheriff^ 
of  the  county. 

Other  sources  from  which  a  regular  revenue  could  be 
expected  were  very  few.  Fines  and  forfeitures,  exacted 
from  violators  of  the  law,  gave  a  small  and  irregular  revenue 
to  the  public  treasury.  Fees  were  charged  for  numerous 
services  performed  by  the  state ;  but  the  money  so  received 
was  used  almost  entirely  to  remunerate  the  officers  perform- 
ing the  services.  The  land  office — from  escheats,  transfers, 
sales,  etc. — produced  a  considerable  but  variable  revenue. 
The  State  of  Maryland  never  shared  in  nor  laid  claim  to 
any  portion  of  the  public  domain  west  of  the  Alleghanies. 
But,  as  successor  to  the  Proprietor,  the  state  came  into 
possession  of  considerable  land,  principally  in  the  western 
part  of  the  state,  in  the  disposal  of  which  the  Legislature 
had  a  free  hand."  Part  of  this  land  was  sold  and  the  pro- 
ceeds used  for  the  ordinary  expenses  of  government;  but 
the  major  portion  was  used  for  bounties  or  pensions  to  the 
soldiers  of  the  Revolution. 

The  ordinary  expenditures  of  the  state  were  correspond- 
ingly small,  the  most  important  single  item  being  the  civil 
list,  i.  e.,  the  expenses  of  the  administrative  department. 
Salaries  were  moderate,  with  little  tendency  to  increase ;  and 
the  number  of  salaried  offices  was  kept  at  the  minimum 
by  applying,  whenever  possible,  the  fee-system  of  remunera- 
tion.^    The  cost  of  the  judiciary  was  at  this  time  divided 

'Md.  Laws,  1781  (November),  ch.  20. 

'  The  small  size  and  the  stationary  character  of  the  salaries  paid 
by  the  state  are  shown  in  the  following  table,  which  gives  the  salaries 
of  the  more  important  offices  for  the  years  1790,  1815  and  1842. 
The  remuneration  of  offices  where  fees  took  the  place  of  salaries 
cannot  be  given. 

1790  181S  1842 

Governor    $2,666        $2,666  $4,200 

Member  of  Executive  Council  533             533 

Secretary  of  State   2,000 

Treasurer,  Western  Shore 1,600         2,000  2,000 

Chancellor    266          3,400  3400 

Chief  Justice    2,200  2,200 

Associate  Justice  1,400  1,400 

Member  of  Legislature ;  per  diem  . .  3.50                5.00 
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between  the  state  and  the  county  governments.  The  former 
bore  the  expenses  of  the  essentially  state  courts — the  chan- 
cellor, the  court  of  appeals,  the  general  court,  and  the  ad- 
miralty court,  while  the  several  counties  by  local  taxes 
provided  for  the  costs  of  the  county  courts. 

Beyond  these  purely  governmental  expenses  there  were 
but  two  standing  appropriations  that  had  to  be  provided  for 
annually.  One  of  these  arose  from  the  allowance  of  half- 
pay  pensions^  to  the  disabled  survivors  of  the  Revolution, 
the  other  from  the  grant  of  state  aid  to  certain  selected 
schools.® 

Treasury  Administration  in  1790. 

The  framework  of  government,  so  far  as  it  concerned 
the  financial  administration,  was  thus  outlined  in  the  State 
Constitution  of  1777:  A  governor,  with  no  power  of  veto; 
an  executive  council  of  five  members,  to  act  solely  in  an 
advisory  capacity;  a  legislature  of  two  houses,  both  of  the 
same  authority,  except  as  regards  money  bills,  which  could 
originate  only  in  the  lower  house;  two  treasurers,  one  for 
either  shore;  and  an  auditor  of  the  public  accounts.® 

The  provision  made  for  two  treasurers  was  a  mere  pallia- 
tion of  the  long-standing  jealousy  between  the  shores.  In 
practice  the  system  was  unworkable.  The  Eastern  Shore 
treasurer  speedily  degenerated  into  a  mere  agent;  and  the 
Western  Shore  treasurer  became  the  responsible  officer.^® 
Occasionally,  other  officers  were  created  for  special  purposes, 
such  as  the  intendant  of  the  revenue,  in  1782,  for  the  col- 
lection of  tax  arrears ;  but  none  of  these  additions  had  been 
permanent.  There  was  a  strong  prejudice  against  the  crea- 
tion of  salaried  officers;  and,  as  a  rule,  the  easier  method 
was  adopted  of  throwing  such  new  duties  as  developed  upon 
the  shoulders  of  the  treasurer. 

^Md.  Laws,  1778  (October),  ch.  14. 

'  These  were  St.  John's  College  and  Washington  College. 

"This  office  was  not  specifically  created  by  the  Constitution,  but 
was  there  recognized. 

"  Hereafter  the  word  "  Treasurer,"  when  not  qualified,  refers  to 
the  treasurer  of  the  Western  Shore. 
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The  government  of  the  state  was  strongly  centralized. 
Towns  were  being  incorporated  with  considerable  autonomy ; 
but  the  larger  county  divisions  continued  to  be  little  more 
than  administrative  units.  The  controlling  body  in  the 
county  was  the  levy  court,  composed  of  the  associated 
justices  of  the  peace.  The  authority  of  these  courts  had 
been  gradually  extended  to  include  the  management  of  all 
ordinary  county  affairs  and,  within  specified  limits,  the  levy 
and  expenditure  of  local  taxes;  but  the  members  of  the 
courts  were  appointed  by  and  were  strictly  responsible  to 
the  state  executive.  The  county  sheriffs  were  the  only  local 
officers  locally  elected.  Both  the  sheriffs  and  the  levy 
courts  were  used  by  the  central  government  as  collecting 
and  disbursing  agencies. 

The  Constitution  made  no  reference  to  financial  procedure 
other  than  the  provisions  that  only  the  House  of  Delegates 
should  originate  money  bills,  and  that  no  money  bill  should 
be  attached  as  a  "  rider "  to  a  bill  of  another  character. 
The  Bill  of  Rights,  which  was  adopted  at  the  same  time 
as  the  Constitution,  did,  however,  place  explicit  limitations 
upon  the  power  of  taxation.  The  first  was  a  prohibition  of 
poll-taxes.  The  use  of  the  poll-tax  had  been  greatly  abused 
by  the  Proprietor;  and,  in  just  wrath,  it  was  declared  that 
such  taxes  are  "  grievous  and  oppressive  and  ought  to 
be  abolished,  and  that  paupers  ought  not  to  be  as- 
sessed for  the  support  of  government."  The  Bill  of 
Rights,  however,  went  further  than  this,  and  laid  down  a 
second  canon  of  taxation.  It  declared  that  every  person 
"  should  contribute  his  proportion  of  public  taxes  for  the 
support  of  government  according  to  his  actual  worth  in 
real  or  personal  property  within  this  state,"  recognizing, 
however,  "  that  fines,  duties  or  taxes  may  properly  and 
justly  be  imposed  or  laid  with  a  political  view  for  the  good 
government  or  benefit  of  the  state."  This  limitation  of  the 
taxing  power  to  the  citizens'  actual  worth  in  real  and  per- 
sonal property  later  became  a  cause  of  frequent  controversy ; 
and,  although  liberally  construed  by  the  courts,  introduced 
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an  element  of  uncertainty  into  many  of  the  tax  laws  of  the 
Legislature.  It  rendered  many  important  taxes  inoperative 
until  passed  upon  by  the  courts,  and  was  a  bar  to  the  intro- 
duction of  many  better  financial  practices. 

The  State  Debt  and  the  Funding  Law  of  Congress. 

The  funding  law  as  passed  by  Congress,  April,  1790, 
provided  for  the  funding  into  one  of  three  distinct  forms 
of  indebtedness — the  foreign  debt,  the  domestic  debt,  and  the 
debts  of  the  individual  states.  With  the  first  of  these 
Maryland  had  no  concern.  The  funding  of  the  ill-as- 
sorted mass  of  domestic  debt  did,  however,  have  a  direct 
bearing  upon  the  finances  of  this  state.  The  Maryland 
treasury  had  come  into  possession  of  a  considerable  amount 
of  the  various  obligations  issued  by  Congress  during  and 
after  the  Revolutionary  War.  These  had  been  purchased 
in  preparation  for  the  state's  being  required  to  bear  its 
quota  of  the  continental  debt.^^  So  far  they  were  unpro- 
ductive, but,  under  the  Funding  Law,  were  now  convert- 
ible with  interest  into  new  United  States  stock.  By  this 
conversion  the  state  treasury  received  in  payment  of  the 
principal  of  the  old  Congressional  securities  $628,989.90  in 
6  per  cent,  stock  (of  which  one  third  was  not  to  bear  in- 
terest until  1801),  and,  in  addition,  $298,320.31  in  3  per 
cent,  stock  in  payment  of  accrued  interest. ^^ 

The  third  portion  of  the  Funding  Law — that  providing 
for  the  assumption  of  the  debts  of  the  several  states — en- 
tailed much  greater  discussion,  but  was  of  less  direct  benefit 
to  Maryland.  The  assumption  provision  was  to  the  effect 
that  the  certificates  of  any  state,  issued  prior  to  1790  for 
expenses  incurred  in  the  prosecution  of  the  war,  should  be 
exchangeable  for  United  States  stock.  The  exchange, 
however,  was  of  a  somewhat  complicated  character.  Each 
subscriber  received  of  the  sum  subscribed  an  equal  amount 
of  United  States  stock,  of  which  four  ninths  bore  6  per  cent. 

"  Md.  Laws,  1785,  ch.  88. 

"Proceedings  of  House  of  Delegates,  1791,  Report  of  Committee 
of  Claims,  p.  30. 
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interest,  three  ninths  bore  3  per  cent,  interest,  and  the  re- 
maining two  ninths  bore  no  interest  until  1801  and  thereafter 
6  per  cent.  The  amount  of  stock  for  which  citizens  of  each 
state  might  subscribe  was  proportioned  to  the  supposed 
amount  of  certificates  outstanding  at  the  time.  No  account 
was  taken  of  the  relative  burden  the  states  had  borne,  nor 
even  of  the  original  amount  of  certificates  issued.  Mary- 
land felt  that  its  efforts  to  pay  off  its  own  debts  had  been 
wasted,^^  and  viewed  the  passage  of  the  assumption  measure 
with  no  great  favor.  A  resolution  in  condemnation  of  the 
policy  was  passed  by  the  House  of  Delegates,  but  was 
later  rescinded  by  the  casting-vote  of  the  speaker.^* 

The  measure  having  become  law,  however,  it  was  to  the 
manifest  advantage  of  the  state  to  have  as  many  as  pos- 
sible of  its  creditors  take  advantage  of  it.  To  most  of 
these  the  offer  of  Congress  was  in  itself  not  a  sufficient 
inducement.  The  state  credit  was  practically  as  good  as 
that  of  the  United  States ;  and  the  exchange  of  the  se- 
curities of  the  former  for  those  of  the  latter,  under  the 
complicated  interest  arrangement,  meant  a  surrender  of  a 
6  per  cent,  investment  for  one  of  4  per  cent,  or  less.  For 
the  state  to  force  its  creditors  to  make  the  exchange  would 
be  on  the  state's  part  a  virtual  repudiation  of  so  much  of 
its  just  debt.  An  act  of  the  Legislature  was  passed  which 
attempted  to  supply  the  necessary  inducement,  and,  at  the 
same  time,  maintain  the  faith  of  the  state.  By  this  act  the 
state  agreed  to  receive  from  all  subscribers  under  the  as- 
sumption provision  of  the  Funding  Law  their  proportions 
of  3  per  cent,  and  deferred  stock  {i.  e.,  stock  to  bear  no 
interest  until  1801  and  thereafter  6  per  cent.)  and  to  give 
in  exchange  an  equal  amount  of  United  States  6  per  cent, 
stock  bearing  immediate  interest. 

The  maximum  amount  of  $800,000,  allowed  for  the  sub- 
scription of  Maryland  certificates,  proved  ample.  At  the 
expiration  of  the  time  fixed  by  Congress  only  some  $302,- 

"  Proceedings  of  House  of  Delegates,  1791,  p.  88. 
"  Maryland  Journal  and  Baltimore  Advertiser,  December  31,  1790. 
Proceedings  of  House  of  Delegates,  pp.  86,  105. 
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522.66*'^  had  been  subscribed;  and,  under  an  extension  of 
the  time  privilege,  this  was  increased  to  only  $517,491. 
This  sum,  however,  did  not  completely  exhaust  the  debt 
owing  by  Maryland.  A  small  number  of  creditors,  whether 
from  indifference  or  ignorance,  did  not  take  advantage  of 
the  act  at  all.  Furthermore,  a  considerable  portion  of  the 
outstanding  certificates,  being  issued  for  other  than  mili- 
tary purposes,  were  not  included  within  the  benefit  of  the 
law."  Both  of  these  classes  of  debt  had  to  be  borne  by  the 
state  treasury  itself,  but  their  total  amount  proved  incon- 
siderable. Many  of  the  certificates,  originally  issued  in 
small  denominations  to  soldiers  in  the  field  and  others,  at 
a  time  when  paper  money  was  of  little  worth,  had  been  lost 
or  destroyed,  and  were  never  presented  for  payment.^^ 
The  Van  Stophorst  loan  was  the  most  important  part  of  the 
debt  not  taken  care  of  by  the  assumption  law.  The  state 
had  never  denied  the  validity  of  the  original  loan  of  £40,500 
with  interest,^^  but  disputed  certain  extra  sums  that  had 
been  added  as  damages  and  costs.  A  compromise  was 
finally  effected  in  1793,  whereby  the  creditors  agreed  to 
accept  United  States  deferred  stock  at  par  in  full  settle- 
ment of  their  debt. 

Collection  of  the  Debts  due  the  State. 

The  collection  of  the  numerous  outstanding  debts  due  the 
state  was  the  principal  financial  concern  of  the  government 
during  the  first  two  decades.  These  debts  represented: 
(i)  money  due  from  the  sale  of  confiscated  British  prop- 
erty; (2)  arrearages  of  taxes  and  of  other  revenues;  (3) 
a  disputed  claim  to  a  large  amount  of  Bank  of  England 
stock;  (4)  certain  miscellaneous  debts,  some  holding  over 
from  colonial  times,  and  too  small  in  amount  to  warrant 
separate  treatment. 

"  Proceedings  of  the  House  of  Delegates,  1791,  pp.  87-88. 
"  Idem,  1791,  p.  87. 
"  Idem,  1791,  p.  89. 
Idem,  179s,  p.  63 ;  1796,  p.  30. 
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Confiscated  British  Property. 

Because  of  the  scarcity  of  purchasers  with  ready  money 
during  the  war  period,  the  state  had  adopted  the  poHcy  of 
disposing  of  confiscated  property  on  credit,  the  purchaser 
being  required  to  deposit  a  bond  for  the  security  of  his  debt. 
The  same  scarcity  of  specie  continuing  during  the  years 
immediately  succeeding  the  war,  the  same  poHcy  was  also 
continued.  By  the  act  of  1784*®  such  debtors  were  granted 
a  complete  exemption  from  the  payment  of  the  principal  of 
their  debts  for  a  period  of  five  years ;  and  a  similar  exemp- 
tion was  promised  future  purchasers.  With  the  expiration 
of  this  period  of  grace  in  1790,  a  still  further  indulgence 
was  shown.  A  system  known  as  "  installing  "  was  adopted, 
by  which  all  purchasers,  future  as  well  as  past,  were  per- 
mitted on  deposit  of  a  bond  to  make  settlement  in  a  series 
of  annual  instalments.^^  Payment  of  the  principal  sum 
was  permitted  to  be  made  in  state  certificates.  But  the 
immediate  retirement  of  certificates  under  the  Funding  Law 
of  Congress  deprived  debtors  of  this  means  of  payment; 
and,  in  compensation,  it  was  provided  that  the  annual  in- 
stalments might  be  paid  in  United  States  stock.^^  As  this 
stock  was  at  a  discount,  the  permission  was  quite  generally 
accepted.  The  act  was  enforced  with  little  strictness. 
In  a  few  cases  bonds  were  executed  upon,  or  the  property 
retaken,  but  without  any  great  benefit  to  the  state;  and 
many  debtors  were  entirely  excused  from  payment.  The 
disposal  of  the  unsold  property  and  the  final  settlement  of 
the  various  accounts  were  not  accomplished  for  some  thirty 
years. 

Arrearages  of  Taxes,  Etc. 

The  presence  of  this  item  was  attributable  almost  en- 
tirely to  the  negligence  of  those  entrusted  with  the  collec- 
tion of  the  public  revenues.  Nor  did  these  arrearages  arise 
altogether  during  the  war  period  or  in  connection  with  the 
direct  taxes  of  1 777-1 785,  in  which  cases  the  extreme  diffi- 

"Md.  Laws,  1784,  ch.  55, 
"Idem,  1789,  ch.  47. 
^Idem,  1790,  ch.  41. 
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culty  of  collection  offered  good  excuse.  The  habit  of  neg- 
ligence was  so  prevalent  that  such  revenues  as  those  aris- 
ing from  licenses  and  port  duties,  which  were  extremely 
easy  of  collection,  were  in  many  cases  not  turned  into  the 
treasury  for  several  years  after  they  were  due.  The  same 
system  of  '*  installing  "  was  applied  to  tax  arrearages,  as  in 
the  case  of  the  debts  due  for  sales  of  confiscated  property ; 
and,  to  facilitate  the  collection  of  all  these  debts,  a  special 
office  was  created.  An  intendant  of  the  revenue  had  been 
appointed  for  a  similar  purpose  during  the  Revolution,  but 
the  office  had  been  discontinued  in  1786.  In  1790  the 
office  was  revived  under  the  name  of  the  agent  of  the  state.*^ 
At  first,  the  agent  was  merely  given  power  to  supervise  the 
collection  of  the  arrears  of  the  direct  taxes.  Later,  how- 
ever, his  field  was  not  only  so  extended  as  to  include  the 
collection  of  all  classes  of  revenue  not  promptly  paid,  but 
he  was  also  given  a  general  supervisory  power  over  all 
payments  into  the  treasury.  He  was  vested,  moreover,  with 
almost  unlimited  discretion  as  to  prosecuting,  releasing  or 
compounding  with  state  debtors.  As  a  result  of  the  exer- 
tions of  the  state's  agent,  the  larger  portion  of  the  debts 
due  the  state  were  liquidated ;  but,  at  the  time  of  the  aboli- 
tion of  the  office  in  1801,  there  was  a  considerable  amount 
not  yet  collected.  This  amount  tended  to  increase  rather 
than  to  grow  less.  In  1818  it  was  estimated  that  fully 
$260,000  would  be  lost  to  the  state  by  reason  of  bad  debts.^^ 

The  Bank  of  England  Stock. 

Maryland's  interest  in  Bank  of  England  stock  originated 

in  colonial  days.     In  1733,  for  the  first  time,  an  emission 

of  bills  of  credit  was  authorized  to  the  amount  of  iQO,ooo, 

and  a  sinking  fund  for  the  redemption  of  the  issue  was 

provided  by  levying  a  special  duty  upon  tobacco  exports. 

The  management  of  this  fund  was  placed  in  a  board  of 

trustees,  resident  in  London,  which  received  and  invested 

in  Bank  of  England  stock  the  proceeds  of  the  duty.^*     In 

"  Md.  Laws,  1789,  ch.  50. 

*•  Proceedings  of  the  House  of  Delegates,  1818,  p.  56. 

**  Md.  Laws,  1733,  ch.  6. 
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1756  another  issue  of  bills  was  sanctioned  upon  conditions 
similar  to  those  of  the  earlier  issue.^*^  For  various  reasons, 
this  fund  in  London  was  not  drawn  upon  in  full,  and,  by 
gradual  accumulation,  amounted  in  1775  to  nearly  £30,- 
000.^*^  With  the  first  skirmishes  of  the  Revolution,  the 
Convention  immediately  drew  upon  the  London  trustees; 
but  they,  staunch  loyalists,  refused  to  honor  the  drafts, 
and  the  state  retaliated  shortly  by  confiscating  their  prop- 
erty in  Maryland.  With  the  cessation  of  the  war,  the  state 
made  repeated  attempts  to  recover  its  holding  of  bank 
stock  ;2^  but  the  trustees,  reduced  now  to  two  by  the  death 
of  one  of  their  members,  refused  to  make  an  accounting 
until  their  property  should  be  returned  by  the  state.^^  The 
settlement  of  the  question  now  depended  upon  the  attitude 
which  the  British  Government  should  assume.  That  gov- 
ernment had  never  actually  seized  the  stock  concerned,  but, 
at  the  outbreak  of  hostilities,  had  forbidden  the  payment 
of  dividends  thereon,  and  seemed  disposed  to  sanction  the 
position  of  the  trustees.  Nevertheless  the  state,  through  a 
special  agent,^^  instituted  suit  in  the  English  courts  for  the 
recovery  of  the  stock  with  accrued  interest.  The  fight  was 
long  drawn  out;  the  court  was  unwilling  to  assume  the 
responsibility  of  deciding  in  such  a  delicate  matter,  and 
intimated  that  the  case  was  one  for  diplomacy  to  settle. 
Acting  on  this  advice,  the  state  referred  the  matter  to  the 
President,  who  directed  the  American  Minister  to  present 
the  claim  to  the  British  Government.^^  After  a  long  con- 
troversy, which  at  times  looked  hopeless  for  Maryland,  the 
claim  was  finally  recognized.  The  Bank  of  England  stock 
to  which  the  state  then  became  entitled  was  disposed  of  for 
$648,484.34,  and  the  money  invested  in  the  stock  of  the 
United  States  Government.^^ 

"Md.  Laws,  1756,  ch.  5. 

^Proceedings  of  the  House  of  Delegates,  1777  (June),  pp.  110-113. 
"Md.  Laws,  1783  (April),  ch.  35. 
^'Idem,  1784,  ch.  76. 
*Idem,  1784,  ch.  76;  1791,  ch.  86. 

^  Proceedings  of  House  of  Delegates,  1796,  p.  72 ;  Md.  Laws,  1801, 
ch.   103 ;   1802,  Resolution.  • 
"  Proceedings  of  House  of  Delegates,  1806,  pp.  8  and  18. 
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The  Tax  on  Banking  Capital. 

The  economic  and  political  conditions  of  the  colonial 
period  gave  little  or  no  room  for  the  establishment  of  banks. 
Such  institutions  demand  for  their  successful  existence  a 
relatively  complex  form  of  industry;  and,  prior  to  the 
Revolution  at  least,  industry  in  America  was  of  an  essen- 
tially simple  type.  Banking,  in  its  primitive  definition,  as 
a  convenient  instrument  for  the  issue  of  paper  money,  was 
frequently  exploited  in  certain  of  the  colonies — e,  g.,  the 
Loan  and  Land  Banks  of  Massachusetts,  etc. — and  usu- 
ally with  disastrous  results.  This  species  of  bank  the 
Proprietary  of  Maryland  was  spared.  Its  occasional  in- 
dulgence in  paper  money  was  in  the  form  of  the  direct  issue 
of  bills  of  credit  by  the  government  itself;  and  the  power 
of  issue  was  at  no  time  seriously  abused.  During  the  Revo- 
lution a  well-conducted  bank  could  have  been  of  great  ser- 
vice to  the  state  government,  especially  as  a  corrector  of 
the  currency  disorder ;  but  the  few  attempts  made  to  estab- 
lish such  an  institution  had  met  with  no  success.^-  A  sim- 
ilar fate  attended  a  revival  of  the  project  in  1784;  and  it 
was  not  until  1790  that  the  Legislature  gave  its  consent  to 
the  incorporation  of  a  bank  by  granting  a  charter  to  the 
Bank  of  Maryland.^*  Notwithstanding  the  immediate  suc- 
cess of  this  institution,  the  establishment  of  other  banks 
proceeded  very  slowly.  As  late  as  1810  there  were  but  six 
banks  in  the  state,  of  which  four  were  situated  in  Balti- 
more City.     Thereafter,  however,  the  extension  was  rapid.^* 

The  success  of  these  new  corporations  inspired  the  hos- 
tility of  a  large  class  of  citizens,  the  more  so  because  of  the 
natural  tendency  of  the  banking  capital  to  centralize  in  one 
city,  namely,  Baltimore.  This  hostility  was  in  part  the  re- 
sult of  an  actual  fear  that  the  former  disastrous  experience 
of  the  state  with  paper  money  might  be  repeated,  and  in 
part  the  expression  of  rural  prejudice  toward  capitalistic 

"On  several  occasions  during  the  Revolution  the  state  offered  to 
become  surety  for  any  bank  that  might  be  established.  The  offers, 
however,  were  not  accepted.     Cf.  Md.  Laws,  1780  (June),  ch.  28. 

"Md.  Laws,  1790,  ch.  5. 

•*  See  Bryan,  History  of  State  Banking  in  Maryland,  p.  25  et  seq. 
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institutions,  from  which,  as  the  banks  loaned  only  upon  short- 
time  notes,  the  farming  element  could  expect  little  benefit. 
This  party  demanded,  in  lieu  of  their  complete  abolition,  that 
the  banks  should  be  subjected  to  a  heavy  tax.  Nor  was 
the  demand  restricted  to  banking  institutions.  The  prin- 
ciple was  definitely  formulated  that  all  corporations  enjoy- 
ing special  privileges  from  the  state — such  as  canal  and 
road  companies — should  be  compelled  to  make  a  return  for 
such  privileges.  From  1804  to  181 3  this  question  was  a 
centre  of  legislative  controversy,  the  House  of  Delegates 
usually  favoring  the  principle  of  a  corporation  tax,  the  Sen- 
ate regularly  rejecting  it.^^  Care  was  taken  to  popularize 
the  proposal  by  so  framing  it  that  it  might  subserve  the 
growing  demands  of  the  people  for  a  public  school  system 
and  for  internal  improvements;  and,  finally,  in  181 3,  such 
a  law  was  passed  by  both  houses,  but  was  limited  in  its  appli- 
cation to  banks  alone.^^  This  combination  of  motive  is 
shown  in  the  following  summary  of  the  act  as  revised  in 
1814:" 

1.  The  banks  of  Baltimore  City,  together  with  certain 
banks  in  the  western  part  of  the  state,  were  required  to  com- 
plete the  National  Road  as  far  as  Cumberland  at  their  own 
expense. 

2.  Each  bank  in  the  state  was  to  pay  during  the  continu- 
ance of  the  act  an  annual  tax  of  twenty  cents  upon  each 
$100  of  paid-in  capital,  and  at  the  same  rate  upon  every 
increase  of  capital.  The  total  tax  was  discountable  before 
January  i,  181 6,  into  a  lump  payment  of  $200,000. 

3.  The  proceeds  of  this  tax  were  to  be  invested  and  kept 
by  the  treasurer  as  a  distinct  and  separate  fund,  to  the 
credit  of  the  counties  equally,  for  the  purpose  of  establish- 
ing free  schools. 

4.  The  charter  of  the  banks  accepting  the  act  were  to  be 
extended  until  January  i,  1835;  and  in  the  mean  time  the 
state  was  to  impose  no  further  taxes  upon  the  banks,  nor 

"  Proceedings  of  House  of  Delegates,  1804,  p.  84;  1806,  p.  28;  1810, 
p.  41  et  seq. 
"  Md.  Laws,  1812,  ch.  79. 
"Idem,  1813,  ch.  122. 
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charter  any  other  banking  institution  within  the  city  of 
Baltimore. 

The  charter  of  the  several  banks,  with  one  exception,  had 
been  timed  to  expire  at  the  same  date,  January  i,  181 5 ;  and 
thus  the  enforcement  of  the  act  was  made  a  comparatively 
easy  matter.  In  its  original  form,  indeed,  certain  features 
were  strongly  objected  to  by  the  banks;  but,  in  its  revised 
form,  as  given  above,  it  was  accepted  by  the  several  banks 
without  undue  caviling.  The  tax  was  small,  and  the  road 
construction  provision  was  regarded  as  a  good  investment — 
so  good,  in  fact,  that,  upon  several  other  occasions,  similar 
arrangements  were  made  for  the  construction  of  roads  and 
other  internal  improvements.^®  As  it  turned  out,  however, 
the  Cumberland  Road,  like  nearly  all  such  enterprises  in 
Maryland,  made  but  scant  financial  return;  and  the  invest- 
ment of  a  million  dollars  or  more  made  by  the  banks  under 
this  act  was  almost  a  complete  loss.^^ 

The  small  tax  on  capital  stock — one  fifth  of  one  per 
cent. — was  hardly  a  burden  to  the  banks  and  could  easily 
have  been  made  larger.  It  proved,  however,  a  steady, 
-easily  collected  and  growing  source  of  revenue  to  the  state. 
Occasionally  the  receipts  therefrom  were  diminished  by 
the  failure  of  certain  banks,  or  by  the  release  of  others  from 
the  tax  when  in  financial  difficulty.  But,  as  an  offset  to 
this,  was  the  application  of  the  tax  to  every  increase  in 
banking  capital  and  to  new  banks  as  established.  Over 
the  course  of  some  fifty  years  it  yielded  an  average  annual 
income  of  some  $35,000. 

The  Financing  of  the  War  of  1812. 

Although  the  second  English  war  was  long  brewing  and 
although  the  State  of  Maryland,  with  its  extended  water- 
front inviting  naval  depredations,  was  certain  to  suffer  from 
such  a  conflict,  the  Legislature  failed  to  make  adequate 
preparations  for  its  coming.      Laws  were  passed  in   1807 

"Md.  Laws,  1821,  ch.  131;  1824,  ch.  92;  1827,  ch.  42. 
"Bryan,  p.  61. 
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and  1811*^  for  reorganizing  and  disciplining  the  militia, 
sadly  neglected  during  the  preceding  twenty-five  years  of 
peace;  some  ten  thousand  stands  of  arms  were  ordered;*^ 
and  various  measures  were  considered  for  a  state  factory 
for  making  military  supplies,*^  for  erecting  arsenals,  and 
for  encouraging  the  home  production  of  cottons  and  wool- 
lens. But,  as  a  whole,  the  precautionary  measures  taken 
were  few  and  ineffective."*'  The  Legislature  was  unwilling 
to  make  sufficient  appropriations,  and  depended  upon  popu- 
lar enthusiasm  to  establish  a  well-drilled  militia.  In  Balti- 
more City  and  the  northwestern  counties  this  enthusiasm 
was  strong;  and,  with  the  first  talk  of  war,  numerous  vol- 
unteer companies  were  raised  and  equipped  at  private  ex- 
pense. In  the  southern  counties,  however,  the  belligerent 
attitude  of  Congress  was  unpopular,  and  little  preparation 
was  made. 

In  its  failure  to  make  effective  provision  against  the  pos- 
sibility of  war  the  Legislature  was  not  without  excuse. 
The  National  Government  had  been  constituted  the  medium 
of  national  defense,  and  was  presumably  the  responsible 
director  of  all  military  operations.  As  events  developed, 
however,  and  largely  owing  to  the  unpreparedness  of  the 
National  Government  itself,  the  state  was  left  in  great  de- 
gree to  its  own  resources.  Early  in  18 13  the  Secretary 
of  War  asserted  the  doctrine  that  the  United  States  would 
pay  the  expenses  of  all  militia  called  out  or  recognized  by 
that  government.  But,  as  the  Chesapeake  Bay  immediately 
became,  and  continued  to  be,  a  centre  of  British  aggression, 
the  state  was,  in  many  cases,"  unable  to  wait  upon  the  tardy 
action  of  the  National  Government,  and  was  forced  to  raise 
troops,  and  even  equip  a  small  navy,  upon  its  own  initiative. 
Ultimately,  the  state  was  reimbursed  in  part  for  the  result- 
ing expenditure;  but  in  the  mean  time  such  expense  had 
to  be  met  by  the  local  treasury.     The  method  by  which  the 

"Md.  Laws,  1807,  ch.  128;  181 1,  ch.  182. 
*^  Idem,  1808,  ch.  210,  and  various  Resolutions. 
"Idem,  1808,  Resolution. 
"Governor's  Message,  1813. 
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necessary  war  funds  were  raised  presents  few  points  of 
interest.  At  the  outset,  the  Legislature  adopted,  and 
thereafter  steadily  adhered  to,  the  policy  of  temporary 
/  loans.  No  new  taxes  were  laid  during  the  whole  course 
of  the  war;  nor  was  any  other  effort  made  to  increase  the 
ordinary  receipts  of  the  treasury.  The  ostensible  reasons 
for  the  adoption  of  a  borrowing  policy  to  the  exclusion  of 
taxation  is  thus  summarized  from  a  committee  report  of 
1814:**  To  raise  funds,  there  were  only  three  alternatives, 
taxation,  the  sale  of  part  of  the  state's  investments,  and 
loans.  Taxation,  in  view  of  the  war  taxes  of  Congress, 
was  already  "  extended  to  its  utmost  limit."  The  sale  of 
the  state's  investments  was  equally  inadvisable  in  the  de- 
pressed condition  of  the  stock-market.  Borrowing  was, 
thus,  the  most  feasible  alternative,  provided  the  money 
could  be  obtained  at  6  per  cent,  or  less;  and  there  was 
every  reason  to  believe  that  this  could  be  done.  Taxes, 
the  committee  realized,  must  ultimately  be  resorted  to;  but 
it  would  be  better  to  postpone  the  period  of  taxation  until 
a  "  season  of  prosperity  would  increase  the  ability  of  the 
people  to  meet  such  a  charge."  Furthermore,  it  was  to  be 
considered  that  the  United  States  Government  should,  and 
probably  would,  reimburse  the  state  for  its  expenditures. 

This  argument  rested  upon  two  optimistic  assumptions; 
first,  that  the  war  would  be  of  short  duration,  and,  sec- 
ond, that  the  expense  to  the  state  would  not  be  great. 
Both  of  these  assumptions  proved  to  be  true ;  and  thus  the 
temporizing  policy  of  short-time  loans  did  not  result  in  the 
disaster  that  would  otherwise  have  occurred. 

The  long  stagnation  of  business  preceding  the  war  had 
caused  the  accumulation  of  much  idle  capital  in  the  hands 
of  the  local  banks ;  and  this  was  the  fund  upon  which  the 
Legislature  now  depended  in  authorizing  a  series  of  loans, 
aggregating  nearly  a  million  dollars.  Of  the  sum  thus 
authorized  there  was  actually  borrowed  $436,000,  of 
which  all  but  $12,000  was  advanced  by  the  banks.  As  the 
total  cost  of  the  war  to  the  state  was  estimated  to  have 

**  Proceedings  of  the  House  of  Delegates,  1814,  pp.  43,  44. 
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been  slightly  less  than  $450,000,  it  would  appear  that  only 
some  $14,000  was  provided  out  of  current  revenues. 

The  several  loans  were  negotiated  at  the  uniform  rate 
of  6  per  cent.,  and  were  repayable  in  1815-1816.  As, 
however,  no  provision  whatsoever  had  been  made  for  their 
redemption,  there  was  no  money  then  available  for  that 
purpose.  Finally,  in  181 7,  a  settlement  was  effected  with 
the  creditors,  by  which  they  agreed  to  accept  United  States 
6  per  cent,  stock  at  par  to  the  full  amount  of  their  several 
claims.  Thus  the  net  result  to  the  treasury  of  the  war  of 
181 2  was  a  decrease  of  $436,000  in  the  capital  account  of 
the  state. 

The  Effect  of  a  Treasury  Surplus. 

The  war  of  1812  was  a  marking-point  in  the  financial 
history  of  the  state.  So  far  there  had  been  little  necessity 
for  considering  the  question  of  ways  and  means.  The  prob- 
lem had  been  to  dispose  wisely  of  an  accumulating  surplus. 
This  surplus  had  been  the  result,  in  part,  of  economy  of 
expenditure,  but,  in  greater  part,  of  the  series  of  fortunate 
events  already  described.  The  Congressional  Funding  Law 
of  1790,  by  relieving  the  state  of  the  major  portion  of  its 
indebtedness  and  providing  the  treasury  with  a  consider- 
able fund  of  United  States  stock,  had,  at  one  stroke,  raised 
the  finances  from  a  condition  of  grave  difficulty  to  one  of 
comparative  security.  The  return  of  prosperity  had  en- 
abled many  of  the  state  debtors  to  discharge  long-standing 
obligations  to  the  state ;  and  the  money  so  received  not  only 
provided  amply  for  the  current  expenditures,  but  also  pro- 
duced occasional  surplusses,  which  could  be  invested  in 
interest-bearing  securities.***     Finally,   the  payment  of  the 

"In  1796  the  treasury  was  in  a  condition  to  warrant  a  loan  of 
$200,000  in  United  States  6  per  cent,  stock  to  the  commissioners  of 
the  city  of  Washington  to  aid  in  the  development  of  that  place. 
(Md.  Laws.  Resolutions  1796  and  1797.)  This  loan  was  repaid 
with  interest  in  due  time,  and  is  quite  distinct  from  the  "advance" 
of  $72,000  to  the  United  States  for  public  buildings,  authorized  in 
the  session  of  1790.  This  "advance"  was  never  repaid,  and  has 
for  many  years  been  the  basis  of  a  periodical  claim  offered  in  Con- 
gress.   The  point  in  dispute  is  whether  the  "  advance  "  was  intended 
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English  Bank  stock  increased  the  public  funds  to  such  an 
extent  as  to  render  the  treasury  almost  independent  of  other 
revenue  than  that  of  interest  on  its  investments. 

In  181 3  the  invested  capital  of  the  state  amounted  to 
$1,475,922,  yielding  an  annual  return  of  over  $90,000  and 
providing  for  about  two  thirds  of  the  ordinary  expenditures. 
The  form  of  investment  was  as  follows  : 

Bonds  of  United  States   $934,822 

Stock  of  Local  Banks   516,100 

Other  Stock   25,000 

State  chartered  banks  were  recent  and  to  a  great  extent 
untried,  but  almost  from  their  origin  the  Legislature  had 
adopted  a  policy  toward  these  institutions  which  proved 
very  beneficial  to  the  public  finances.  This  policy,  as  usu- 
ally practiced,  was  to  reserve  to  the  state  in  each  bank  char- 
ter granted  the  privilege  of  subscribing  at  par  to  a  certain, 
and  usually  a  goodly,  number  of  shares  in  such  bank,  the 
subscription  to  be  made  at  the  state's  convenience.  By 
this  means  the  state  was  enabled  to  invest  its  funds  in  such 
institutions  as  should  prove  their  worth  and  at  par,  when 
the  stock  of  the  bank  invested  in  was  at  a  considerable 
premium.  The  rates  of  dividends  paid  by  these  banks  were 
naturally  subject  to  more  or  less  fluctuation;  but,  upon  the 
whole,  this  form  of  investment  proved  very  productive, 
returning  over  a  period  of  forty  years  an  average  dividend 
of  over  6  per  cent. 

With  an  ample  income  thus  assured  from  invested  capi- 
tal, there  was  no  incentive  to  increase  the  sources  of  rev- 
enue, and  no  attempt  was  made  to  do  so.  The  existing 
sources  were  allowed  to  continue  without  change ;  but  these, 
as  has  been  noted,  were  few  in  number,  of  almost  no  bur- 
den, and  excusable  on  other  than  fiscal  grounds.     Maryland 

to  be  a  loan  or  a  gift.  The  wording  of  the  original  act  is  incon- 
clusive ;  but  the  absence  of  any  provision  for  repayment  or  for  inter- 
est would  indicate  that  the  money  was  intended  as  a  gift.  Unfor- 
tunately, the  records  are  so  scant  that  it  is  not  even  certain  whether 
the  full  $72,000  was  advanced.  The  sum  of  $48,000  certainly  was; 
and  there  is  strong  presumption  that  all  was  ultimately  advanced. 
(Md.  Laws,  1842,  Resolution  34;  1791,  ch.  45.) 
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had  practically  realized  the  millennial  condition  of  a  gov- 
ernment supported  without  taxation.  Absence  of  taxation 
and  of  revenue  legislation  was  the  mark  of  the  first  quarter- 
century  of  the  state's  history — a  thing  fortunate  in  itself, 
but  productive  of  much  later  evil.  At  first,  exemption 
from  taxation  had  been  accepted  by  the  people  as  a  happy 
relief  from  the  burdens  of  the  Revolution.  Then  a  feeling 
was  bred  that  such  was  the  normal  condition  of  things, 
.until  finally,  with  a  new  generation,  taxation,  especially 
direct  taxation,  became  to  the  popular  mind  a  thing  intoler- 
able. "  Capital  stock  "  was  made  a  fetish  of.  The  main 
endeavor  was  to  preserve  "  the  capital  of  the  state  which 
had  been  accumulated  by  the  economy  and  foresight  of  our 
ancestors."*^  Such  a  policy,  of  course,  could  not  survive 
any  extraordinary  demand  upon  the  treasury,  such  as  oc- 
curred at  the  outbreak  of  the  war  of  1812.  For  a  time  the 
blow  was  postponed  by  a  temporizing  policy  of  borrowing; 
but,  sooner  or  later,  the  loans  had  to  be  repaid  with  interest. 
To  do  so,  the  capital  stock  was  violated,  but  grudgingly, 
and  in  full  expectation  that  it  would  soon  be  restored  to 
its  former  condition. 

The  desire  to  avoid  taxation  and  to  accumulate  a  "  capital 
stock  "  acted  as  a  compelling  restraint  upon  extravagance 
of  appropriation.  Because  of  it,  the  extension  of  the  state's 
activities  proceeded  very  slowly.  The  endeavor  was  to 
restrict  the  functions  of  the  state  as  far  as  possible  to  those 
of  bare  administration,  and  to  leave  the  performance  of  all 
other  public  services  to  the  county  or  town  governments, 
although  these  bodies  were  still  denied  powers  adequate  to 
the  task.  Thus,  when  the  demand  for  state  encouragement 
of  a  free  school  system  became  so  pressing  that  it  could 
no  longer  be  neglected  by  the  Legislature,  the  aid  finally 
given  was  not  in  the  form  of  a  direct  appropriation,  but  by 
the  indirect  method  of  a  special  fund — the  bank  tax — which 
was  regarded  and  treated  as  entirely  distinct  from  the  ordi- 
nary accounts  of  the  treasury. 

The    administrative    expenses    underwent    little    or    no 
**  Proceedings  of  House  of  Delegates,  1813,  pp.  37-39. 
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change.  Salaries  remained  almost  stationary ;  and  the  only 
new  salaried  office  created  was  that  of  a  "  trustee,"  whos"'^' 
sole  duty  was  the  management  of  the  state's  holdings  6 
United  States  stock.*'^  The  annual  sessions  of  the  Legisla- 
ture tended  to  become  more  expensive ;  but  the  increase 
was  as  yet  very  gradual.  The  judicial  system  of  the  state, 
however,  underwent  radical  alteration,  with  conseque. 
effect  upon  the  cost  of  that  department.  The  first  change 
was  made  in  1797,*®  when  in  place  of  the  former  system 
of  county  courts  the  state  was  divided  into  five  districts, 
each  with  a  chief  justice  and  two  associate  justices.  The 
cost  of  the  new  establishment  was  laid  upon  the  counties. 
In  1806*^  another  change  was  made.  The  state  was  re- 
divided  into  six  districts,  the  former  general  court  and 
court  of  appeals  were  abolished,  and  all  appellate  jurisdic- 
tion was  transferred  to  a  new  court  of  appeals,  composed 
of  the  chief  justices  of  the  six  districts.  Under  the  new 
system,  however,  all  salaries  were  paid  out  of  the  state 
treasury. 

The  first  and  for  long  the  only  important  departure  from 
the  rule  of  limiting  the  state's  financial  activities  to  those 
of  administration  was  the  authorization  of  a  state  peniten- 
tiary in  1805.  The  movement  for  prison  reform,  which 
swept  over  the  country^^  at  the  beginning  of  the  century, 
found  in  the  prison  system  of  Maryland  a  fitting  subject 
for  its  ministrations.  There  was,  indeed,  an  absence  of 
system.  The  jails  were  county  institutions,  their  character 
and  manner  of  conduct  dependent  upon  the  whims  of  indi- 
vidual sheriffs.  No  special  buildings  were  supplied;  and 
those  in  use  were  poorly  equipped  and  badly  managed.*^^ 
No  thought  was  given  to  the  possibility  of  reforming  the 
criminal.  Offenders  of  all  classes  were  hoarded  together 
indiscriminately,  to  the  moral  harm  of  lesser  offenders  and 

"Md.  Laws,  1790,  ch.  41. 
*"  Idem,  1796,  ch.  43. 

"Idem,  1805,  ch.  65  and  86;  1804,  ch.  55. 
**  Maryland  Journal,  July  6,  1796. 

"Governor's  Message,  1796,  printed  in  Maryland  Gazette  (An- 
napolis), November  24,  1796. 
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to  the  injury  of  the  public  interest.  To  ameliorate  this 
ondition,  the  Legislature  in  1805  authorized  the  establish- 
lent  of  a  central  penitentiary,  in  which  the  new  reforma- 
tory principles  might  be  tested.  By  181 2  suitable  build- 
ings had  been  provided  for  the  productive  employment  of 
the  prisoners.  The  total  expenditures  for  this  purpose 
.'  lounted  to  $110,000,  all  of  which  had  been  provided  out 
of  current  revenues.''^  The  Legislature,  although  influ- 
enced in  this  undertaking  largely  by  humane  ideas,  did  not 
anticipate  that  the  penitentiary  would  be  a  source  of  ex- 
pense to  the  state.  On  the  contrary,  it  was  believed  that, 
after  a  reasonable  initial  outlay,  the  new  institution  would 
support  itself  from  the  sale  of  articles  manufactured  by  the 
prisoners,  and  would  ultimately  yield  an  actual  profit. 

"  Proceedings  of  House  of  Delegates,  1821,  pp.  08,  99. 


CHAPTER   III. 
Period  of  Indirect  Taxation    (1817-1841). 

A  second  period  in  the  state's  financial  history  began 
with  the  payment  of  the  war  loans  in  181 7.  By  that  opera- 
tion the  capital  of  the  state  was  reduced  by  $436,000,  and 
its  annual  income  by  the  amount  of  the  interest  thereon — 
$26,160.  Nor  was  this  the  only  effect  of  the  war  upon  the 
public  revenue.  The  business  depression  following  the  out- 
break of  war  bore  hardly  upon  the  banks  of  Maryland. 
Some  were  forced  to  suspend;  others  warded  off  this  fate 
by  reducing  the  amount  of  their  capital  stock.  The  state 
had  $516,100  invested  in  the  stocks  of  certain  of  these 
institutions,  and  up  to  18 18  had  been  rewarded  by  annual 
dividends  averaging  more  than  nine  per  cent.  By  suspen- 
sion and  capital  reduction  this  was  now  reduced  to  less 
than  five  per  cent.,  representing  a  money  loss  to  the  state 
of  over  $20,000  a  year.  As  it  happened,  this  decrease  in 
revenue  was  accentuated  by  an  almost  coincident  increase 
in  expenditure.  The  latter  phenomenon,  however,  was 
neither  so  sudden  nor  of  such  immediate  importance  as  the 
former,  nor  can  it  be  ascribed  so  distinctly  to  the  war.  It 
represented  rather  a  relaxation  of  the  old  spirit  of  economy. 
Conditions  were  shaping  for  a  broader  view  of  the  ques- 
tion of  the  state's  relation  to  the  public  service. 

The  effect  of  these  opposing  movements — decreasing 
receipts,  increasing  expenditures — was  to  change  com- 
pletely the  old  order  of  things.  From  a  condition  in  which 
the  chief  problem  had  been  to  dispose  of  an  accumulating 
surplus,  the  treasury  was  suddenly  reduced  to  a  condition 
of  deficit.  At  first,  the  Legislature  tried  to  gloss  over  the 
fact  that  there  was  a  permanent  deficit  by  further  borrow- 
ing from  the  banks  and  by  other  temporary  devices.  These 
failing,  it  became  necessary  to  revise  the  whole  revenue  sys- 
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tern.  Taxation  was  revived;  but,  in  so  doing,  the  Legisla- 
ture acted  fitfully,  unwillingly,  and  with  an  overwhelming 
prejudice  against  direct  taxation.^  For  a  while,  indeed, 
even  a  modified  direct  tax  had  to  be  resorted  to ;  but  it  was 
small  in  amount,  short-lived,  and  offered  in  a  form  as  inof- 
fensive as  possible.  With  this  exception,  the  new  financial 
measures  carefully  avoided  any  semblance  of  direct  taxa-^ 
tion.  The  field  of  the  license  tax  was  broadly  extended, 
and  such  non-taxing  revenue  measures  as  a  state  lottery 
system  were  particularly  favored.  By  these  means  the 
revenues  were  in  time  made  equal  to  the  ordinary  expendi- 
tures. The  Legislature,  however,  was  slow  to  grasp  the 
permanent  character  of  the  changed  conditions.  The  ideal 
of  a  non-taxing  state  government  still  held  sway.  The 
new  taxes  imposed  were  for  long  regarded  as  temporary, 
a  necessary  evil  to  be  borne  until  some  streak  of  fortune 
should  restore  the  treasury  to  its  former  condition  of  sur- 
plus. The  heavy  investment  made  by  the  state  in  internal 
improvement  companies  was,  in  one  view,  but  an  expres- 
sion of  this  desire — a  means  by  which  the  fallen  fortunes 
of  the  state  might  be  restored. 

During  the  latter  half  of  the  period  now  under  review 
this  question  of  state  aid  to  internal  improvements  enters, 
and,  in  time,  becomes  the  dominating  factor  in  the  public 
finances.  For  several  reasons,  however,  the  discussion  of 
this  important  topic  can  be  conveniently  and  logically  post- 
poned to  another  chapter.  In  the  first  place,  the  money 
expended  in  improvement  ventures  was  derived  entirely 
from  the  issue  of  long-term  bonds,  the  interest  charge  of 
which  did  not  become  a  serious  burden  until  nearly  the  end 
of  the  period.  In  the  second  place,  so  firmly  rooted  was 
the  early  belief  that  these  investments  would  be  self-sup- 
porting that,  even  when  they  failed  to  become  so,  the  Legis- 
lature comforted  itself  with  chimerical  hopes,  and,  for  a 
long  while,  refused  to  recognize  the  true  situation.  Thus, 
up  to  the  collapse  of  the  whole  movement  in  1841,  the  finan- 
cial legislation  of  the  state  was  affected  slightly,  if  at  all,  by 

*  Governor's  Message,  1820.    Niles'  Register,  Vol.  18,  p.  129. 
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the  introduction  of  the  new  policy.  In  the  intervening  time 
the  ordinary  business  of  the  treasury  was  conducted  distinct, 
as  it  were,  from  the  business  of  internal  improvements. 

Extension  of  Taxation. 
County  Assessments. 

The  need  for  immediate  revenue  forced  the  Legislature 
in  1 82 1  to  the  extremity  of  a  direct  tax.  It  was  intended 
simply  as  a  temporary  measure,  to  be  dispensed  with  as 
soon  as  other  means  could  be  devised  for  relieving  the  treas- 
ury distress,^  and,  in  fact,  was  in  operation  only  five  years. 
Two  methods  of  levying  such  a  tax  suggested  themselves: 
First,  the  usual  one  of  a  direct  percentage  tax  upon  the 
value  of  the  real  and  personal  property  within  the  state; 
and,  second,  the  more  indirect  method  of  levying  specific 
lump  assessments  upon  the  several  counties,  leaving  to  those 
bodies  the  labor  of  collection.  Almost  without  dispute  the 
county  assessment  system  was  determined  upon.  The 
manifest  weakness  of  such  a  system  was  that  the  apportion- 
ment of  the  assessments  among  the  counties  would  neces- 
sarily be  more  or  less  arbitrary;  but,  on  the  other  hand, 
there  were  plausible  reasons  in  its  favor.  In  the  first  place, 
it  would  render  unnecessary  the  difficulty  and  expense  of 
a  new  general  assessment.  No  property  tax  had  been  im- 
posed by  the  state,  and  in  consequence  no  general  assess- 
ment had  been  made,  since  the  close  of  the  Revolution. 
Moreover,  the  assessments  used  by  the  local  governments 
for  the  levy  of  local  taxes,  although  made  by  legislative 
sanction  and  in  conformity  to  standing  acts,^  had  been  too 
irregular  and  differed  too  greatly  in  details  to  form  a  basis 
for  a  state  levy.  In  the  second  place,  and  still  more  in 
accord  with  the  temper  of  the  time,  a  new  general  assess- 
ment, with  the  resulting  machinery,  savored  too  much  of  a 
permanent  institution. 

'Proceedings  of  House  of  Delegates,  1821,  Report  of  Ways  and 
Means  Committee,  p.  56. 
•Md.  Laws,  1812,  ch.  191. 
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As  a  basis  for  the  apportionment  among  the  counties 
of  the  amount  assessed  by  the  act  of  1821,  the  proportion- 
table,  used  by  the  Federal  Government  in  levying  the  war 
taxes  of  18 1 3-1 8 1 6,  was  bodily  adopted.  That  table  had 
been  prepared  by  United  States  agents  in  the  hurry  of  war 
and  was  doubtless  very  defective.  But,  even  assuming  its 
correctness  at  the  time  of  its  preparation,  the  important 
changes  that  had  since  taken  place  in  the  relative  growth 
of  the  several  counties  rendered  it  an  extremely  inequitable 
basis  of  taxation.*  Notwithstanding  this,  the  same  scheme 
of  apportionment  was  adhered  to  in  the  assessment  of 
1822,^^  and  with  slight  changes,  and  these  without  sound 
reason,®  in  the  assessments  of  the  three  succeeding  years.'' 
That  little  objection  was  made  to  it  was  probably  due  to 
the  comparative  smallness  of  the  amounts  assessed.  The 
largest  sum  demanded  of  any  one  county  was  only  $19,468 
— for  Baltimore  County  in  1822 — and  the  smallest  only  $320 
— for  Caroline  County  in  1825. 

In  form  and  phraseology  the  successive  acts  were  almost 
identical.  The  Levy  Court  of  each  county  was  simply 
directed  to  levy  upon  the  assessable  property  within  its 
jurisdiction  a  stated  sum  of  money,  clear  of  expenses,  to 
be  collected  in  the  same  manner  as  the  ordinary  county 
taxes,  and  to  be  paid  into  the  state  treasury  within  a  speci- 
fied period  of  time.  Extra  bonds  were  required  of  the 
county  collectors,  and  strict  penalties  provided  for  negli- 
gence. As  the  levy  courts  were  appointed  by  and  respon- 
sible to  the  central  government,  there  should  have  been  no 
difficulty  in  enforcing  prompt  accounting.  But  owing 
primarily  to  the  customary  indulgence  of  the  state  toward 
its  debtors,  the  returns  were  very  irregular ;  and  nearly 
25  per  cent,  of  the  total  amount  levied  was  never  collected 

*  Proceedings  of  House  of  Delegates,  1823,  p.  97.  For  table  see 
Niles'  Register,  1813,  September  11. 

'  Md.  Laws,  1822,  ch.  139. 

•  By  1823,  ch.  150,  the  several  assessments  were  slightly  more  than 
doubled,  but,  in  case  of  Baltimore  County,  were  only  increased  one 
and  two  third  times,  and,  in  case  of  Washington  County,  two  and 
one  half  times. 

^Md.  Laws,  1823,  ch.  150;  1824,  ch.  159;  1825,  ch.  141. 
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at  all.  This  is  shown  in  the  following  table,  which  gives 
the  amounts  assessed  upon  the  counties  by  year  and  the 
amounts  collected  during  the  course  of  the  corresponding 
fiscal  year: 

Amounts  assessed  by  Act  of  Collected  by  December  i  of 

1821 $  30,35700  1822 $    2,544.00 

1822 60,714.00  1823 9,138.00 

1823 60,557.00      1824 52,82729 

1824 40,37133      1825 40,786.90 

1825 20,185.66  1826 33,357.63 

1827 32,39957 

Total  assessment $212,184.99  Total  collected $171,053.39 

171,053-39 
Uncollected $  41,131.60 

License  Taxes. 

The  comparatively  little  use  previously  made  of  the 
license  tax  offered  a  tempting  opportunity  to  the  Legisla- 
ture in  its  search  for  indirect  methods  of  taxation.  The 
opportunity  was  grasped,  and  the  ten  years  succeeding  18 19 
witnessed  a  sudden  and  broad  extension  of  the  license  prin- 
ciple. The  license  taxes  already  in  force  were  continued,  in 
most  cases  increased,  and  a  number  of  new  forms  were  intro- 
duced. From  this  time  dates  the  license  tax,  applied  on  the 
southern  principle  of  a  general  business  tax. 

Traders. — The  extension  of  the  license  tax  to  merchants 
as  a  class  was  a  matter  of  gradual  development.  The  first 
step  was  taken  in  1820,  when  a  license,  of  very  moderate 
cost  ($8),  was  required  of  "Retailers  of  Dry  Goods. "^ 
Under  this  term,  however,  was  comprehended  only  those 
dealing  in  wares  of  foreign  production;  and  importers  sell- 
ing in  the  original  package  were  specifically  exempted. 
The  wording  of  the  act  was  sufficiently  broad  to  include 
dealers  by  wholesale  as  well  as  by  retail;  but  this  was 
apparently  not  the  intention.  Two  years  later  a  supple- 
mentary act  brought  importers  and  wholesalers  within  the 
provisions  of  the  former  act,  but  at  a  much  higher  license 
charge  ($50).®     The  legality  of  the  tax  upon  importers  sell- 

"Md.  Laws,  1819,  ch.  184. 

•Idem,  1821,  ch.  246,  and  1824,  ch.  158. 
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ing  in  the  original  package  was  immediately  questioned. 
The  tax  was  affirmed  by  the  Maryland  court  of  appeals; 
but,  on  appeal  to  the  United  States  Supreme  Court,  it  was 
held  that  such  a  tax  violated  that  section  of  the  United 
States  Constitution  which  denied  to  the  state  the  power 
to  levy  import  or  export  duties,  as  well  as  the  section  vest- 
ing Congress  with  control  over  foreign  commerce.  The 
court  argued  that  the  Constitution  conferred  upon  the 
United  States  Government  exclusive  power  of  levying  im- 
port duties ;  that  the  payment  of  such  duties  by  the  importer 
implied  in  him  a  right  to  sell  in  some  form  or  other;  that 
sale  in  the  original  package  was  the  most  convenient  ex- 
pression of  this  right ;  and  that  a  license  tax  upon  importers 
was  in  reality  a  tax  upon  imports  and,  and  therefore,  uncon- 
stitutional. The  state,  of  course,  could  not  be  denied  in- 
definitely the  power  of  taxing  goods  simply  because  they 
had  been  imported  at  some  remote  period;  and  this  power, 
in  the  court's  opinion,  came  into  play  as  soon  as  such  goods 
lost  their  character  of  imports  by  being  "  incorporated  or 
mixed  with  the  mass  of  property  "  in  the  country.^^  This 
somewhat  indefinite  phraseology  meant,  evidently,  that 
"  incorporation "  would  take  place  whenever  the  original 
package  was  broken,  or  the  goods  had  passed  from  the 
hands  of  the  original  importer.  The  decision  was  of  con-n 
siderable  financial  importance  to  Maryland,  as  the  license  ^ 
tax  in  question  would  have  been  very  productive,  owing  to 
the  large  and  rapidly  growing  foreign  commerce  of  Balti- 
more City. 

In  1828  a  more  comprehensive  law  was  enacted.  Under 
it,  no  one,  except  the  actual  producer,  was  permitted  to 
sell  wares  of  any  description,  whether  by  retail  or  whole- 
sale, whether  of  foreign  or  domestic  production,  without 
first  obtaining  a  license  ($12).^^  A  higher  rate  ($18), 
however,  was  exacted  from  keepers  of  ordinaries,  and, 
with  some  exceptions,  all  other  retailers  of  spirituous  or 

"Brown  v.  Maryland,  12  Wheaton,  419.     (Chief  Justice  Marshall 
handed  down  the  opinion.) 
"Md.  Laws,  1827,  ch.  117. 
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fermented  liquors  in  quantities  less  than  a  pint.  The  sher- 
iffs were  required  to  make  returns  of  all  trades  subject  to 
the  law,  and  were  given  incentive  for  strict  accounting  by 
the  allowance  of  a  fee  for  each  license  taken  out  that  was 
upon  their  lists.  Itinerant  traders — hawkers  and  ped- 
dlers— were  not  included  within  this  law. 

This  system  of  a  uniform  license  charge,  however,  was 
superseded  in  1832  by  the  more  usual  one  of  adjusting  the 
charge  to  the  magnitude  of  the  business  conducted.^^  The 
cost  of  the  license  was  now  graduated  according  to  the 
amount  of  stock  on  hand  at  the  principal  season,  the  rates 
varying  from  $12  for  stock  worth  less  than  $1000  to  $50 
for  stock  worth  over  $20,000.  As  usual,  however,  keepers 
of  ordinaries,  taverns,  etc.,  were  accorded  special  treatment, 
such  persons  being  required  to  pay  a  five  per  cent,  tax  upon 
any  excess  above  $500  in  the  annual  value  of  their  places 
of  business,  in  addition  to  the   regular  trader's  license.^^ 

Auctioneers. — The  auctioneer's  license  tax  was  the  result 
of  the  diversion  of  the  tax  on  auction  receipts  from  the 
Baltimore  City  treasury  to  that  of  the  state.  The  City  of 
Baltimore,  since  the  second  year  of  its  incorporation,  had 
imposed  a  tax  upon  the  receipts  of  auctioneers,  acting 
apparently  upon  the  general  authorization  of  its  charter 
"  to  provide  for  licensing  and  regulating  auctioneers  and 
pawnbrokers."^*  The  proceeds  of  this  tax  had  been  ap- 
plied, at  least  in  great  part,^''  to  deepening  and  cleaning 
the  harbor,  a  measure  which  the  city  party  claimed  was 
"  not  only  of  immense  importance  to  the  city,  but  to  the 
state  at  large."  Notwithstanding  such  arguments,  the 
Legislature  had  frequently  discussed  the  advisability  of  con- 
verting this  source  of  revenue  to  the  uses  of  the  state  ;^®  and, 
with  the  financial  stringency  following  the  war,  the  temp- 
tation could  no  longer  be  resisted.  A  tax  of  one  per  cent., 
the  same  as  that  previously  imposed  by  the  city,  was  levied 

"Md.  Laws,  1831,  ch.  262. 

"  Idem,  1833,  ch.  266. 

"  Hollander,  Financial  History  of  Baltimore,  p.  77. 

"Proceedings  House  of  Delegates,  1819,  p.  70;  1826,  p.  403. 

"Idem,  1816  (back). 
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upon  all  sales  at  public  auction ;  and  the  privilege  of  con- 
ducting such  auctions  was  confined  to  auctioneers,  appointed 
by  the  Governor  and  council."  The  number  of  these  auc- 
tioneers vi^as  limited  to  twenty.  They  were  required  to 
take  out  annual  licenses  ($750),  and  render  accounts  to  the 
city  court.  Auctioneers  of  special  classes  of  goods,  such 
as  books,  prints,  horses  and  carriages,  were  subjected  to  a 
smaller  tax.  Despite  the  monopolistic  character  of  this 
new  system,  it  has  continued  in  its  main  features  down  to 
the  present  day. 

In  mitigation  of  the  loss  to  Baltimore  of  the  auction 
duties,  the  annual  sum  of  $20,000  was  promised  that  city 
for  the  purpose  of  improving  its  harbor. 

Hawkers  and  Peddlers. — The  curious  prejudice  against 
"  hawkers  and  peddlers,"  by  force  of  which  such  persons 
had  from  an  early  time  been  subjected  to  an  extravagant 
tax,  showed  no  sign  of  diminution.  On  the  contrary,  the 
tax  was  increased ;  and  financial  considerations  were  sacri- 
ficed to  this  feeling  of  antipathy.  In  1820  the  charge  for 
a  "  hawker's  and  peddler's  '^  license  was  raised  to  $40  ;^' 
and,  somewhat  later,  a  law  of  utmost  stringency  was  di- 
rected toward  persons  of  this  occupation.  The  license 
charge  was  increased  to  $50  for  peddlers  using  one  horse 
and  to  $60  for  those  using  two,  the  rate  for  foot  peddlers 
being  continued  at  the  earlier  figure ;  the  privilege  of  such 
license  was  not  to  extend  beyond  the  limits  of  the  "  shore  " 
wherein  issued ;  the  license  had  to  be  carried  and  shown  on 
demand ;  and  stringent  penalties  were  provided  for  the 
slightest  violation  of  the  law.^® 

Billiard-Tables. — A  license  tax  upon  billiard-tables  for 
the  benefit  of  the  counties  had  been  early  authorized  f^  and 
several  cities  and  towns  had  been  accustomed  to  derive 
revenue  from  this  source.  But  no  attempt  was  made  to 
levy  such  a  tax  for  the  use  of  the  state  prior  to  1825.'*^    The 

"Md.  Laws,  1827,  ch.  iii;  1828,  ch.  148. 
"Idem,  1819,  ch.  184. 
"Idem,  1840,  ch.  154. 
**Idem,  1798,  ch.  113. 
^'Idem,  1824,  ch.  64. 
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imposition  of  the  present  state  tax  ($100),  however,  did 
not  deprive  the  local  bodies  of  the  power  of  imposing  an 
additional  tax  upon  the  same  objects. 

Attorneys-at-Law. — In  1822^^  an  interesting  resolution 
was  passed  by  which  attorneys-at-law  were  required  to  take 
out  an  annual  license  ($5.00),  the  proceeds  of  which  were 
to  be  subject  to  the  order  of  trustees  for  the  benefit  of 
Luther  Martin.^^  The  resolution  was  probably  unconstitu- 
tional, being  a  use  of  the  taxing  power  for  private  purposes, 
but  it  was  rescinded  before  its  legality  had  been  questioned 
in  the  courts,^*  although  not  before .  it  had  been  actually 
enforced  for  nearly  a  year. 

Note-Brokers  and  Dealers  in  Lottery  Tickets. — In  1819^" 
a  law  was  passed  requiring  all  brokers  engaged  in  buying 
and  selling  bank-notes  or  lottery  tickets  to  obtain  an  annual 
license  costing  five  hundred  dollars,  in  addition  to  bonding 
to  the  state  for  $20,000,  and  subscribing  to  a  most  stringent 
oath.  The  object  of  these  extravagant  requirements  was 
social  rather  than  financial — to  drive  out  of  business  the 
class  of  men  known  as  note-brokers,  who  had  risen  as 
usual  during  a  period  of  general  suspension  of  specie  pay- 
ments among  the  banks  of  the  country.^^  No  revenue  was 
received  under  this  law,  nor  indeed  were  any  applications 
made  for  its  benefits.  Three  years  later  a  less  stringent 
act  was  passed  for  the  licensing  of  dealers  in  lottery  tick- 
ets; but,  as  this  was  associated  with  the  general  lottery 
legislation,  it  will  be  referred  to  under  the  later  treatment 
of  that  subject. 

Miscellaneous  Licenses. — Besides  the  regular  business 
licenses  above  enumerated,  certain  other  transitory  occupa- 
tions were  subjected  to  similar  restrictions.  Thus,  owners 
or  occupants  of  fisheries  were  granted  licenses  for  the  sale 
of  liquors  and  other  commodities  during  the  fishing  season 
($6)  ;  a  license  was  required  for  selling  spirituous  liquors 

"Md.  Laws,  1821,  Resolution  60. 

"It  was  to  cease  at  the  death  of  Martin. 

•*Md.  Laws,  1822.    Resolution  16. 

"Idem,  1818,  ch.  210. 

"Bryan,  History  of  State  Banking  in  Maryland,  p.  54. 
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at  horse  races;  and  a  similar  provision  was  made  for  mili- 
tia musters.^^  Of  less  importance  was  the  Limited  Part- 
nership Law  of  1826,  which  provided  that  such  a  company 
should  take  out  an  annual  license  at  the  cost  of  one  half  of 
one  per  cent,  of  the  capital  furnished  by  the  special  part- 
ners.^®    No  income  was  received  from  this  source. 

Issue  of  Licenses  and  Collection  of  the  Tax. — Under  the 
system  existing  prior  to  1818  the  issue  of  licenses  and  the 
collection  of  the  tax  thereon  were,  with  the  exception  of 
the  marriage  license,  vested  in  different  authorities.  On 
the  one  hand,  the  judges  or  clerks  of  the  county  courts 
were  given  the  right  to  issue.  On  the  other  hand,  the 
sheriffs  were  responsible  for  the  collection  of  the  tax  and 
the  payment  of  the  proceeds  into  the  treasury.  This  was 
the  rule  even  in  certain  cases  where  payment  was  first 
made  to  the  clerk.  As  the  sheriffs  were  local  officers,  not 
directly  responsible  to  the  state  and  frequently  insolvent, 
this  division  of  duty  led  to  unnecessary  confusion  and  loss.^® 
This  the  license  laws  passed  after  181 8  endeavored  to  cor- 
rect by  providing  usually  that  the  clerks  of  the  county 
court  should  receive  and  account  for  the  tax,  as  well  as 
issue  licenses.  A  similar  provision  was  made  to  apply 
to  the  license  taxes,  already  in  force,  which  had  previously 
been  collected  by  the  sheriffs.^^  The  exception  made  to 
this  rule  in  three  cases — the  license  taxes  upon  note-brokers, 
auctioneers  in  Baltimore  City,  and  dealers  in  lottery  tickets 
— was  due  to  peculiar  circumstances  of  each,  v^ich  ren- 
dered it  advisable  to  place  the  administration  of  the  law 
more  strictly  under  the  control  of  the  state  executive.  In 
their  form  and  in  their  penalties  for  violations  the  several 
laws  were  quite  similar.  The  term  of  every  license  was 
restricted  to  a  year;  lists  of  those  to  whom  licenses  were 
issued  were  forwarded  to  the  sheriffs  and  grand  jurors 
for  the  purpose  of  punishing  violations ;  and,  in  some  cases, 
the  lists  were  published  in  the  newspapers. 

""  Md.  Laws,  1825,  ch.  no;  1828,  ch.  95;  1824,  ch.  148;  1828,  ch.  95. 

^Idem,   1825,  ch.   113,  section   15. 

^  Proceedings  House  of  Delegates,  1816,  p.  14. 

^  Md.  Laws,  1824,  ch.  148. 
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Corporation  Taxes. 

Banks. — In  1835  a  general  extension  of  bank  charters 
again  took  place,  similar  to  that  provided  for  in  the  Act 
of  1813.*^  On  this  occasion,  likewise,  the  banks  were  re- 
quired to  pay  for  the  privilege.  The  old  tax  of  twenty 
cents  per  $100  of  capital  stock  was  continued,  and  in 
addition  a  new  tax  was  imposed — the  familiarly  known 
"  bank  bonus."^^  This  bonus  was  a  fixed  sum  assessed  upon 
each  bank,  payable  in  three  annual  instalments,  and  was 
required  from  newly  chartered  banks,  as  well  as  from  those 
whose  charters  were  extended.^^  The  amount  varied ;  for 
newly  chartered  banks  it  was  3J  per  cent,  upon  their  capi- 
tals; for  the  extension  of  the  charters  of  county  banks  it 
was  I J  per  cent,  upon  their  capitals ;  for  the  banks  of  Balti- 
more City,  whose  charters  were  extended,  it  was  a  lump 
assessment  of  $75,000  upon  all  of  them  together.  The 
adoption  of  this  form  of  tax  was  the  result  of  a  pressing 
demand  for  revenue.  The  treasury  was  in  distress  at  the 
time,  and  a  large  immediate  return  was  considered  more 
important  than  a  permanent  tax,  which,  in  the  long  run, 
would  have  been  more  productive. 

In  18 18  a  special  tax  was  imposed  upon  banks  operating 
in  Maryland  without  having  obtained  a  state  charter.^*  The 
tax  was  a  political  measure,  aimed  at  the  Baltimore  branch 
of  the  United  States  Bank,  and  was  almost  immediately 
declared  unconstitutional  by  the  Supreme  Court  of  the 
United  States  in  the  case  of  McCuUoch  v.  Maryland.^^ 

Baltimore  and  Washington  Branch  Railroad. — The  in- 
ternal improvement  enthusiasm  of  the  years  from  1825  to 
1840  brought  into  being  a  score  or  more  of  large  stock 
companies,  and  gave  the  first  opportunity  for  the  extensive 

"With  the  exception  of  those  which  by  act  of  1821  had  been  ex- 
tended to  1845. 

In  a  few  cases  insurance  companies  were  subjected  to  the  same 
taxes  as  those  levied  upon  banks.  Md.  Laws,  1835,  ch.  240.  Idem, 
1038,  ch.  289. 

"  Various  bank  acts  of  sessions  1834,  1835  and  1836. 

•*  Md.  Laws,  1817,  ch.  156. 

"4  Wheaton,  316. 
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application  of  a  corporation  tax.  No  attempt,  however, 
was  made  to  turn  the  opportunity  to  such  an  account.  The 
policy  of  the  Legislature  was  to  encourage,  as  far  as  pos- 
sible, all  improvement  undertakings,  and,  so  far  from  bur- 
dening them,  to  relieve  them  of  all  unnecessary  expense. 
The  only  exception  made  was  in  the  case  of  the  Baltimore 
and  Washington  Branch  of  the  Baltimore  and  Ohio  Rail- 
road. Upon  this  road  the  heavy  tax  of  one  fifth  of  the 
gross  passenger  receipts  was  imposed;*®  but  for  what 
reasons  this  exception  was  made  does  not  appear.  The 
tax,  indeed,  was  in  the  nature  of  an  afterthought.  The 
original  act*^  authorizing  the  road  made  no  reference  to  a 
tax  of  any  kind.  It  was  only  in  a  later  revision  of  the 
act  that  the  tax  provision  was  inserted,  in  compensation, 
apparently,  for  the  surrender  by  the  state  of  certain  privi- 
leges previously  reserved.  In  any  case,  this  example,  al- 
though a  most  profitable  one,  had  no  influence  in  the 
chartering  of  other  improvement  companies. 

Foreign  Insurance  Companies. — The  first  extension  of  the 
corporation  tax  to  a  whole  class  of  corporations,  other  than 
the  banks,  took  place  in  1840,  when  an  act  was  passed  sub- 
jecting foreign  insurance  companies — i.  e.,  such  as  did  not 
derive  their  charters  from  the  state — to  a  tax  of  2  per  cent, 
upon  the  amount  of  premiums  received  by  them  from  policies 
written  within  the  state.*^  The  agent  was  made  personally 
liable  for  the  tax,  besides  being  required  to  deposit  a  large 
bond.  In  the  interest  of  the  public  debt  it  was  provided 
that  any  company  could  commute  its  tax  by  investing 
$75,000  in  any  of  the  loans  of  the  state  or  of  the  City  of 
Baltimore.  The  purpose  of  the  act  was  only  incidentally 
financial,  although  later  it  did  become  a  fertile  source  of 
revenue.  The  main  incentive  to  its  passage  was  the  desire 
to  foster  the  home  insurance  companies. 

The  Character  of  the  Corporation  Taxes. — The  annual  tax 
of  twenty  cents  upon  each  hundred  dollars  of  banking  capital, 

"Md.  Laws,  1832,  ch.  175. 

"Idem,  1830,  ch.  158;  Supplement,  1831,  330. 

Tdem,  1839,  ch.  24 
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first  laid  in  1813,  was  a  true  corporation  tax.  The  charge 
known  as  a  "  bank  bonus  "  was  not  strictly  a  corporation 
tax,  but  rather  what  has  been  called  "  a  license  fee,  charged 
for  the  privilege  of  incorporation  or  of  increasing  the  capi- 
tal stock  of  a  company."^®  The  early  taxing  of  banks, 
however,  was  not  used  as  a  precedent  for  the  taxing  of 
other  corporations.  Banking  for  many  years  lay  under 
its  early  odium.  It  was  regarded  as  a  necessary  institu- 
tion but  an  unproductive  one,  whose  profits  were  out  of 
proportion  to  its  services,  which  needed  restraint  rather 
than  encouragement,  and  from  which,  therefore,  a  contribu- 
tion could  be  exacted  with  peculiar  justice.  Until  the 
second  quarter  of  the  century,  indeed,  other  corporations 
were  too  few  to  command  attention.  Moreover,  although 
a  rapid  extension  of  this  form  of  industrial  organization 
then  took  place,  it  was  confined  in  its  field  almost  entirely 
to  a  class  of  enterprises — canals,  railroads,  mines,  etc. — 
which  the  state  desired  to  foster.  Thus,  up  to  1840  at 
least,  there  is  little  to  indicate  any  recognition  of  the  cor- 
poration as  a  peculiar  species  of  taxable  property,  deserving 
of  special  treatment,  although,  as  it  happened,  most  of  the 
corporation  charters  granted  were  those  in  which  the  fran- 
chise and  monopoly  features  were  particularly  evident.  The 
tax  upon  the  Baltimore  and  Washington  Branch  of  the 
Baltimore  and  Ohio  Railroad  is  a  unique  exception.  The 
only  other  corporations  so  far  taxed — banks  and  foreign 
insurance  companies — were  so  treated  for  reasons  peculiar 
to  those  corporations.  The  fact  that  the  objects  of  the  tax 
were  corporations  was  hardly  an  element  in  the  imposition 
of  the  taxes. 

Tax  on  Officers'  Fees. 

Following  a  custom  long  in  use  in  Baltimore  City,  the 
Legislature,  in  1824,  imposed  a  tax  upon  the  fees  of  certain 
state  officers,*'*  not,  however,  by  a  license  tax  upon  such 
officers,  as  was  the  case  in  Baltimore,  but  by  a  percentage 

"•Seligman,  Essays  in  Taxation,  p.  175. 
**Md.  Laws,  1823,  ch.  146. 
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tax  upon  the  amount  of  fees  received.  Each  official  affected 
— clerks  of  the  court  of  appeals,  of  the  county  courts  and  of 
the  city  court  of  Baltimore,  the  register  in  chancery,  and 
the  registers  of  wills  for  the  several  counties — was  required 
to  keep  and  make  return  of  a  list  of  all  fees  received  in  his 
office,  and  when  the  total  receipts  exceeded  $1500,  to  pay 
a  tax  of  25  per  cent,  upon  the  excess  amount.  There  was 
no  question  of  the  justice  of  such  tax,  nor  was  complaint 
made  as  to  the  amount  of  the  tax  by  the  officials  concerned.*^ 
The  plan  adopted,  however,  was  difficult  of  operation  as 
a  revenue  measure,  and,  as  a  remedial  measure,  was  ill- 
adapted  to  the  end  desired,  tending  as  it  did  to  perpetuate 
the  system  of  fees.  After  being  in  operation  for  three 
years,  with  only  very  partial  success,  the  law  was  completely 
repealed.*^ 

State  Lotteries  and  Lottery  Taxes. 
The  use  of  lotteries  as  convenient  means  of  raising 
money  or  of  disposing  of  property  ran  back  into  colonial 
days.  Unrestricted  freedom,  however,  led  to  abuse  and 
fraud;  and  the  state,  at  an  early  date,  took  steps  to  reduce 
the  evil  by  prohibiting  the  drawing  of  lotteries  without  first 
obtaining  the  sanction  of  the  Legislature,  and  by  providing 
stringent  regulations  for  the  conduct  of  those  so  autho- 
rized.*^ The  actual  number  of  lotteries  was,  however,  not 
noticeably  reduced.  Whenever  a  harbor  needed  improve- 
ment, whenever  a  church  required  new  pews,  or  a  village 
a  fire  engine,  the  first  resort  was  almost  invariably  to  a 
lottery.  The  purpose,  however,  was  always  of  a  public  or 
charitable  character.  No  lotteries  were  sanctioned  for  the 
personal  profit  of  individuals.  The  people  absorbed  the 
various  schemes  greedily,  and  the  aggregate  capital  of  the 
lotteries  drawn  yearly  in  Maryland  was  estimated  as  high 
as  $2,000,000.**     Although  this  popular  malady  offered  an 

"  Proceedings  House  of  Delegates,  1825,  pp.  90-95.  Report  of 
Agent,  1824;  Ways  and  Means  Committee  Report,  p.  102. 

"Md.  Laws,  1826,  ch.  246. 

"Idem,  1792,  ch.  58. 

**  Proceedings  of  House  of  Delegates,  1825,  pp.  109-111;  Niles' 
Register,  February  18,  1826. 
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easy  and  certain  means  of  swelling  the  public  revenue,  no 
attempt  was  made  to  turn  it  to  such  a  purpose  until  1817. 
This  hesitancy  was  due  in  part  to  the  moral  prejudices  of 
a  certain  part  of  the  community  against  the  principle  of  the 
lottery,  but  in  much  greater  part  to  the  excellent  condi- 
tion of  the  public  finances  prior  to  the  close  of  the  war 
of  18 1 2.  When  the  need  came  for  more  j;evenue,  moral 
prejudices  were  quieted  by  the  arguments  that  it  was  use- 
less for  Maryland  to  attempt  the  suppression  of  lotteries 
as  long  as  neighboring  states  permitted  them,  and  that  a 
moral  result  would  be  better  secured  by  legalizing  them 
under  proper  regulations.*^ 

In  18 18,*®  after  considerable  discussion,  the  Legislature 
authorized  the  establishment  of  state  lotteries  to  be  con- 
ducted by  salaried  commissioners  for  the  benefit  of  the 
public  treasury.  Private  schemes  already  authorized  were 
subjected  to  a  tax  of  5  per  cent,  upon  the  gross  amount 
of  prizes  drawn;  and  thereafter  private  grants  were  rarely 
made.  The  yield  of  the  new  state  lotteries  was  greatly 
restricted  by  the  existence  of  several  large  private  lotteries, 
especially  those  granted  for  the  benefit  of  the  Washington 
Monument  in  Baltimore  and  the  University  of  Maryland.*^ 
These  two  the  state  now  bought  up,  in  the  first  instance 
by  agreeing  to  pay  to  the  directors  of  the  monument  all 
the  yearly  receipts  from  the  state  lotteries  in  excess  of 
$12,000  until  the  monument  should  be  completed;*^  and, 
in  the  second  instance,  by  paying  the  University  $5000  per 
year  from  the  unappropriated  avails  of  the  state  lotteries 
to  the  amount  of  the  unexhausted  privilege  of  the  Univer- 
sity lottery — some  $41,000.*® 

By  the  act  of  1822  dealers  in  lottery  tickets  were  re- 
quired to  take  out  licenses  f°  and  no  tickets  were  authorized 

"Proceedings  of  House  of  Delegates,  1823,  p.  48;  1824,  p.  102. 

"Md.  Laws,  1817.  ch.  154. 

"  Proceedings  of  House  of  Delegates,  1826,  p.  480. 

"Md.  Laws,  1824,  ch.  125. 

"Idem,  1827,  ch.  198. 

■"  Idem,  1821,  ch.  232.  The  amount  of  the  charge  was  changed 
frequently,  but  was  usually  $200  for  Baltimore  City  and  $50  else- 
where in  the  state. 
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to  be  sold  except  those  issued  by  lotteries  specifically  sanc- 
tioned by  the  Maryland  Legislature.**^  The  nature  and  the 
high  profits  of  the  business,  however,  made  it  very  difficult 
to  enforce  this  and  other  laws  prohibiting  the  circulation 
in  Maryland  of  lottery  tickets  issued  by  other  states.*^^  In 
1832  the  license  system  was  radically  altered.  The  com- 
missioners of  lotteries  were  authorized  to  grant  licenses  to 
sell  tickets  in  Maryland's  lottery  system  or  in  those  of  other 
states  upon  the  following  conditions:  first,  that  the  licensee 
should  pay  $250  for  each  license  taken  out  by  him,  the 
minimum  amount  to  be  not  less  than  $5000;  and,  second, 
that  he  should  contract  with  the  commissioners  to  draw  a 

scheme  of  lotteries  to  produce  $15,000  for  the  use  of  the 
state.'^^ 

The  growing  sentiment  against  the  lottery  system  as  an 
institution  led,  in  1836,  to  the  adoption  of  a  Constitutional 
amendment  prohibiting  the  sanctioning  by  the  Legislature 
of  lotteries  or  of  the  dealing  in  lottery  tickets  after  the 
expiration  of  the  existing  grants.^*  Another  amendment 
five  years  later  directed  that  the  above  prohibition  should 
take  effect  immediately.*^^  Thereafter  no  more  state  lot- 
teries were  drawn;"®  and  the  granting  of  new  private  lot- 
teries could  be  effected  only  by  the  process  of  further 
amending  the  Constitution. 

The  private  lottery  system,  however,  could  not  be  abol- 
ished immediately.  Many  existing  grants  had  a  consider- 
able time  yet  to  run,  and  could  not  legally  be  revoked. 
But,  in  order  to  hasten  the  termination  of  these,  the  Legis- 
lature provided  that  the  existing  graMs  should  be  trans- 
ferred by  the  beneficiaries  to  the  state  commissioners,  and 
drawn  under  their  supervision  until  the  sums  authorized 
by  the  several  grants  should  be  raised.**^    These  were  known 

''  Md.  Laws,  1819,  ch.  163. 

"Report  of  Commissioner  on  Lotteries,  1834  (Pub.  Docs.);  Md. 
Laws,  1846,  ch.  109. 

"  Md.  Laws,  1831,  ch.  79. 

"Idem,  1834,  ch.  219.    Confirmed  1835,  ch.  9. 

"Idem,  1839,  ch.  31.    Confirmed  1840,  ch.  261. 

"Idem,  1841   (December),  ch.  330. 

"Idem,  1835,  ch.  205. 
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as  the  "  consolidated  lotteries."  The  commissioners  were 
authorized  to  contract  with  other  persons  for  the  drawing 
of  such  lotteries,  and  to  issue  licenses  to  the  contractors 
for  the  sale  of  tickets  therein  at  the  rate  of  $250  per 
license.''* 

Extraordinary  Revenue. 

The  receipt  of  extraordinary  revenue  continued  to  be  a 
prominent  feature  of  the  state's  finances,  of  such  promi- 
nence, indeed,  as  to  almost  equal  in  importance  the  receipts 
from  the  regular  revenue  sources.  The  occasions  of  this 
extraordinary  revenue  were  two:  the  payment  of  the  war 
claims  by  the  United  States  Government,  and  the  distribu- 
tion of  the  United  States  surplus  revenue.  The  former 
of  these  was  not  altogether  unexpected,  and  its  receipt  to 
some  extent  had  been  discounted;  the  latter  was  purely 
gratuitous. 

The  War  Claims. 

The  "  war  claims  "  represented  the  demand  of  Maryland 
and  other  states  for  reimbursement  out  of  the  national 
treasury  for  the  military  expenditures  made  by  them  dur- 
ing the  war  of  1812.  These  expenditures  had  been  made 
in  unequal  proportions  by  the  several  states;  and,  as  the 
advantage  thereof  was  a  common  one,  it  was  only  reason- 
able that  the  burdens  should  be  equalized  by  a  plan  ana- 
logous to  the  assumption  of  the  states'  debts  in  1790.  The 
principle  of  reimbursement  had  been  recognized  by  the 
United  States  Government  at  the  time  of  the  war;  but  the 
final  adjustment  of  the  various  claims  was  not  effected  until 
some  years  later.  The  adjustment  of  Maryland's  account 
was  particularly  difficult.  In  the  excitement  of  war,  when 
at  times  even  the  state  records  had  to  be  removed  from  place 
to  place  on  the  incursion  of  British  troops,  there  had  been 
lost  many  valuable  papers  and  vouchers  necessary  to  the 
proper  presentation  of  a  claim.^^  As  a  result,  the  total  of 
Maryland's  claims  finally  admitted  and  paid  by  the  United 

"Md.  Laws,  1842,  ch.  50;  1842,  ch.  260;  1846,  ch.  ii8[ 
"Proceedings  of  House  of  Delegates,  1822,  p.  45. 
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States  amounted  to  only  $239,626.54,  considerably  less  than 
the  actual  cost  of  the  war  to  the  state."**  This  money  was 
received  in  instalments  between  1819  and  1823,  before  the 
new  taxes  had  become  effective;  and  the  whole  sum  was 
used  for  the  current  expenses  of  the  treasury.®^  The  above 
amount  was  intended  to  represent  simply  the  actual  ex- 
penditure of  Maryland.  In  addition,  the  state  demanded 
interest  between  the  time  of  the  original  advance  and  the 
time  of  repayment.  This,  too,  was  later  acknowledged  and 
paid  by  the  United  States.  The  money  received  on  this 
occasion  was  appropriated  to  the  service  of  the  public  school 
system. 

United  States  Surplus  Revenue  Distribution. 

In  1837  Congress  provided  for  the  distribution  among 
the  several  states  of  the  accumulated  surplus  in  the  United 
States  Treasury.  This  surplus  was  due  to  the  unexpected 
increase  in  the  receipts  from  public  land  sales,  and  its  dis- 
tribution was  the  hybrid  result  of  a  long  controversy  over 
the  tariff  and  land  policies  of  the  Government.  The  Distri- 
bution Act  provided  for  the  division  of  $37,000,000  among 
the  states  in  proportion  to  their  representations  in  Congress ; 
but,  owing  to  the  financial  embarrassment  of  the  Govern- 
ment before  all  the  instalments  had  been  paid,  only  some 
$28,000,000  was  so  divided.  In  order  to  obviate  Constitu- 
tional objections,  the  quota  assigned  each  state  was  not  in 
the  form  of  a  gift,  but  was  deposited  ostensibly  as  a  loan 
subject  to  the  recall  of  the  Secretary  of  the  Treasury. 
Every  one  understood,  however,  that  the  several  assign- 
ments would  never  be  called  for.  Maryland  gave  the  re- 
quired certificates  of  obligation  for  repayment  on  demand,®^ 
and  received  as  its  quota  the  very  considerable  sum  of 
$955,838.25.  Somewhat  less  than  a  third  of  this  money 
was  immediately  used  to  meet  the  current  deficit  of  the 
treasury.      The   residue    ($681,387.25)    was   deposited   in 

•*  Proceedings   of   House   of   Delegates,    1819,   p.    107.    It   places 
cost  of  war  at  $474,516. 
"^Idem,  1822,  p.  46. 
"Md.  Laws,  1836,  ch.  i. 
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selected  banks,  and  the  interest  thereon  pledged  to  the  ser- 
vice of  the  public  school  fund.®^ 

Growth  of  Expenditures. 

Succeeding  the  war  of  18 12  there  was  a  marked  in- 
crease in  the  ordinary  expenditures,  due  partly  to  the  as- 
sumption of  new  duties  by  the  state,  but  in  greater  degree 
to  the  more  prodigal  handling  of  the  public  funds.  A 
portion  of  the  apparent  increase,  however,  was  merely  a 
matter  of  bookkeeping,  and  did  not  entail  a  corresponding 
burden  upon  the  treasury.  Thus,  the  expense  incurred  by 
the  state  in  undertaking  to  complete  the  Washington  Monu- 
ment in  Baltimore  City  was  in  return  for  the  surrender  of 
the  lottery  privileges  previously  granted  to  the  monument 
directors.^*  Of  precisely  similar  character  was  the  annual 
donation  of  $5000  to  the  University*  of  Maryland  from 
1829  to  1837.  I^  both  these  cases  the  state  finances  were 
compensated  by  the  increased  field  obtained  for  its  own 
lottery  system.  Of  analogous  character  was  the  annual 
appropriation  of  $20,000  to  Baltimore  City  for  the  improve- 
ment of  its  harbor,  this  being  paid  out  of  the  revenue  from 
the  auction  receipts  tax.  The  grant  was  in  palliation  for 
the  forcible  diversion  of  that  tax  from  the  city  to  the  state 
treasury,  and  was  discontinued  upon  the  first  opportunity. 
This  opportunity  was  offered  in  1834.  The  failure  of  the 
Bank  of  Maryland  in  that  year,  under  somewhat  odious 
circumstances,  occasioned  riots  and  the  destruction  of  much 
private  property.  The  sufferers  were  indemnified  by  the 
Legislature  by  an  issue  of  state  stock ;  and,  on  the  plea  of 
the  city's  responsibility  for  the  damage  done,  the  harbor 
appropriation  was  discontinued  and  utilized  as  a  redemp- 
tion fund  for  the  indemnity  stock  now  issued.®''  The  fund 
was  sufficient  to  redeem  the  stock  within  five  years ;  but  it 
was  not  until  1853  that  the  appropriation  to  the  city  was 
resumed.®' 

"Md.  Laws,  1836,  ch.  220. 

•*  Idem,  1824,  ch.  125 ;  1826,  ch.  245. 

"Idem,  1835,  ch.  184;  1835,  ch.  226. 

••Hollander,  Financial  History  of  Baltimore,  pp.  157,  158. 
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Expenses  of  Govermnent. 

The  cost  of  the  administrative  department  underwent  but 
Httle  quantitative  change,  the  addition  of  several  minor 
officers  being  balanced  by  the  abolition  of  the  offices  of 
auditor  and  trustee.®"^  Salaries,  with  the  exception***  of 
the  Governor's,  which  was  increased  to  $4200,  remained 
nearly  stationary.  Salaries  were,  indeed,  of  relatively  lit- 
tle importance.  The  number  of  public  officials  was  small; 
and,  whenever  possible,  these  were  remunerated  by  fees. 
This  latter  method  of  remuneration  led  to  grave  abuse. 
Many  officials  received  disproportionate  incomes,  and,  in 
some  cases,  employed  others  to  do  the  work  of  their  offices.®* 
The  half-hearted  effort  to  correct  this  evil  by  imposing  a 
tax  upon  "  officers'  fees  "  was,  as  has  been  noted,  without 
result.  The  state  judicial  system  remained  as  reconstructed 
by  the  act  of  1806,  the  only  change  of  salary  being  an  in- 
crease of  $300  in  that  paid  the  chief  judge  of  the  court  of 
appeals.  The  expenses  of  the  Legislature,  however, 
showed  a  marked  movement  upwards,  owing  partly  to  the 
lengthening  of  the  annual  sessions,  but,  in  greater  part,  to 
the  growing  extravagance  of  that  body  in  the  passage  of 
private  appropriation  bills.  Most  of  these  were  of  no  per- 
manent importance,  and,  in  the  published  reports,  were  sel- 
dom distinguished,  being  simply  lumped  under  the  general 
label  of  "  miscellaneous." 

Colonization  of  Free  Negroes. 

During  this  period  the  Legislature  engaged  the  state  in 
two  new  enterprises — the  colonization  of  free  negroes,  and 
the  establishment  of  a  state  system  of  tobacco  inspection. 
Of  the  enterprises  already  undertaken,  the  penitentiary  was 
the  only  one  to  develop  any  importance. 

The  rapid  increase  in  the  number  of  free  negroes  during 
the  first  quarter  of  the  century  offered  serious  menace  to 

•"Md.  Laws,  1827,  ch.  188;  1828,  ch.  74. 

"Idem,  1837,  ch.  131. 

*  Report  of  Committee  on  Retrenchment,  1836  (Pub.  Docs.). 


64  Financial  History  of  Maryland.  [414 

the  interests  of  slaveholders  and  to  some  extent  to  the  peace 
and  order  of  the  community.  Numerous  measures,  of 
varying  stringency,  were  proposed  in  remedy,  the  one  most 
favored  being  that  of  African  colonization.  State  aid  was 
invoked,  and  in  1826  an  annual  appropriation  of  $1000 
to  the  American  Colonization  Society  was  authorized,"^®  but 
hedged  with  such  restrictions  that  the  society  took  advan- 
tage of  it  for  only  three  years.  In  1831  the  Legislature, 
with  the  spectre  of  the  Southampton  insurrection  as  chief 
incentive,  determined  upon  a  policy  of  colonization  upon 
the  state's  own  resources,^^  but  in  collaboration  with  the 
Maryland  Colonization  Society.  A  board  of  managers  was 
appointed  to  provide  for  the  voluntary  removal  of  all 
negroes  then  free,  and  for  the  forcible  deportation  of  those 
thereafter  manumitted.  The  sheriffs  and  county  clerks 
were  to  supply  the  board  with  lists  of  freed  slaves.  But 
the  board  itself  was  to  make  all  necessary  arrangements  for 
shipping  accommodation  and  for  places  of  settlement  in 
Liberia;  and  it  was  given  authority  to  draw  upon  the  treas- 
urer to  the  full  amount  of  the  annual  appropriation  for  this 
purpose. 

An  appropriation  of  $20,000  was  made  for  the  expenses 
of  the  first  year ;  and,  for  future  expenses,  the  treasurer  was 
authorized  to  issue  and  sell  $200,000  in  five  per  cent,  state 
stock.  To  secure  the  interest  and  principal  of  this  loan, 
an  annual  assessment  of  $10,116.24  was  laid  upon  the  coun- 
ties, to  be  levied  and  collected  in  a  manner  similar  to  that 
used  in  imposing  the  county  assessments  of  1821-26."^^  The 
permission  to  issue  bonds  was  never  accepted  by  the  treas- 
urer, but  the  county  assessments  were  regularly  required; 
and  an  annual  appropriation  of  $10,000  continued  to  be 
made  up  to  the  eve  of  the  Civil  War.*^^     The  whole  scheme, 

"Md.  Laws,  1826,  ch.  172.    Repealed  1832,  ch.  314. 

"Idem,  1831,  ch.  281. 

"A  small  revenue  was  also  derived  after  1834  from  a  tax  levied 
upon  slaves  brought  into  the  state  by  persons  already  citizens  or 
intending  to  become  citizens  of  Maryland.  No  other  persons  were 
allowed  to  bring  in  slaves.  The  tax  was  $15  for  slaves  between 
twelve  and  forty-five  years  old  and  $5  for  others.  The  proceeds  of 
this  tax  were  paid  to  the  Maryland  Colonization  Society. 

"Act  expired  1851,  but  continued  by  1852,  ch.  202. 


415]  Period  of  Indirect  Taxation.  65 

however,  was  an  unqualified  failure.  Compulsory  emigra- 
tion was  seldom,  if  ever,  enforced;  and,  on  account  of 
the  general  unwillingness  of  freed  negroes  to  leave  of  their 
own  accord,  the  number  of  emigrants  made  no  impression 
upon  the  population  of  such  negroes.  These  increased 
from  52,000  in  183 1  to  90,000  in  1860.'^*  The  expense  per 
emigrant  was  very  large,  averaging  nearly  $1000.'^** 

Tobacco  Inspection  Warehouses. 

The  importance  of  the  tobacco  industry  in  Maryland  early 
rendered  it  necessary  for  the  interest  of  the  trade  that  the 
character  of  tobacco  exported  should  be  subject  to  public 
inspection.  Up  to  1824  this  inspection  was  of  a  semi- 
private  character,  under  the  direction  of  the  levy  courts  of 
the  counties,  the  cost  being  defrayed  by  the  fees  received 
for  the  service.^^  The  inspectors  were  appointed  by  the 
Governor,  but  the  state  government  assumed  no  responsi- 
bility and  received  no  revenue.  But  the  growing  impor- 
tance of  the  trade,  and  of  Baltimore  City  as  the  principal 
point  of  shipment,  rendered  it  desirable  that  the  state  should 
assume  direct  management  of  the  inspection  system  within 
that  city."^^  This  was  done  by  an  act  of  1824,"^^  which  pro- 
vided for  rented  houses.  But  it  was  soon  found  that  it 
would  be  cheaper  to  own  them.'^®  Wharf  property  was 
acquired,  buildings  were  put  up  and  suitable  machinery  was 
provided,®^  and  from  time  to  time  additions  were  made  to  ac- 
commodate the  increasing  business.  The  initial  cost  of  the 
property  and  buildings,  as  well  as  that  of  most  of  the  later 
additions,  was  met  by  the  issue  of  state  stock.®^     The  in- 

"  On  the  social  aspects  of  the  subject,  see  Brackett,  "  The  Negro 
in  Maryland." 

"Report  on  Colored  Population,  1840  (Pub.  Docs.). 

"Md.  Laws,  1801  (November),  ch.  63. 

"  Proceedings  of  House  of  Delegates,  1823,  p.  48. 

"Md.  Laws,  1823,  ch.  165. 

"  Proceedings  of  House  of  Delegates,  1825,  p.  197. 

"Md.  Laws,  1825,  ch.  159. 

"■  Idem,  1826,  ch.  252.  Loan  of  $48,000.  Idem,  1835,  ch.  350.  Loan 
of  $30,000.  The  total  loans  negotiated  for  this  purpose  up  to  1848 
was  $166,000. 
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terest  and  principal  of  these  loans,  however,  as  also  the  cur- 
rent expenses  of  management,  were  provided  for  by  the 
fees  charged  for  inspection,  but  there  was  no  attempt  made 
to  render  the  inspection  service  a  source  of  actual  profit  to 
the  treasury.^2 

State  Penitentiary. 

Although  the  penitentiary,  in  its  primary  use  as  a  prison, 
was  a  notable  advance  upon  the  system  of  county  jails,  it 
disappointed  the  hopes  of  its  founders.  Neither  as  a  refor- 
matory of  morals  nor  as  a  profitable  financial  investment 
was  it  a  success,  owing  apparently  to  inefficiency  in  its 
management  and  to  a  too  liberal  use  of  the  governor's 
power  of  pardoning.^^  Investigating  committees  of  the 
Legislature  were  severe  in  their  indictments,  one  declaring 
that  it  was  nothing  more  than  a  grossly  mismanaged  manu- 
facturing institution  in  which  the  workers  happened  to  be 
criminals.^*  The  penitentiary  was  not  self-supporting.  In 
only  very  few  years  did  the  current  receipts  equal  or  exceed 
the  current  expenditures.  Over  most  of  the  period  an 
annual  donation  from  the  treasury  was  necessary;  and,  at 
periodic  intervals,  the  state  was  called  upon  to  pay  large 
sums  for  the  discharge  of  floating  indebtedness  incurred 
by  the  directors,^''  or  for  repairs  and  additions  to  the  build- 
ings. On  four  occasions  between  182 1  and  1837  state  loans 
were  authorized  for  these  purposes,  amounting  in  the  whole 
to  $97,947.30.^®  The  penitentiary  directors  were  required 
to  pay  to  the  treasurer  each  year  out  of  their  net  profits  a 
sum  sufficient  to  meet  the  annual  interest  upon  these  loans 
and  to  form  sinking  funds  for  their  redemption.  This  was 
done  at  times;  but,  as  net  profits  were  of  infrequent  occur- 
rence, the  burden  fell  upon  the  state  treasury. 

"  Proceedings  of  House  of  Delegates,  1824,  p.  loi. 

Niles*  Register,  Vol.  19,  p.  296. 
**  Proceedings  of  House  of  Delegates,  1823,  pp.  57-61. 
"Idem,  1820,  p.  85. 
"Md.  Laws,  1821,  ch.  150;  1826,  ch.  229;  1834,  ch.  308;  1836,  ch.  300. 
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The  Public  Schools  and  the  School  Fund. 

Although  free  primary  education  had  been  much  dis- 
cussed and  much  desired  ever  since  the  founding  of  Mary- 
land, and  with  even  greater  earnestness  since  the  establish- 
ment of  democratic  independence,  it  was  not  until  1814 
that  the  state  government  offered  any  important  encourage- 
ment to  this  cause.  So  far  as  there  existed  any  public 
school  system  prior  to  that  time,  it  was  in  development  of 
an  act  of  the  Colonial  Assembly  passed  in  1723.®^  Under 
that  act  a  board  of  school  directors  had  been  appointed  for 
each  county  to  make  the  necessary  arrangements  for  a  school 
building  and  an  instructor.  As,  however,  little  or  no  pro- 
vision had  been  made  for  the  accumulation  of  a  suitable 
fund  for  the  purpose,  the  act  was  almost  fruitless.  In 
only  one  county  was  sufficient  money  raised  to  found  a  ser- 
viceable school;  in  the  others,  the  school  boards  continued 
in  existence,  but  without  sufficient  funds  to  establish  satis- 
factory schools.  No  improvement  was  effected  up  to  the 
time  of  the  Revolution;  and,  after  that  event,  the  several 
county  foundations  were,  with  legislative  sanction,  con- 
verted one  after  the  other  into  private  academies,  offering 
a  secondary  grade  of  education.  In  this  change  the  Kent 
County  school  was  developed  into  Washington  College,  and 
the  Anne  Arundel  County  school  into  St.  John's  College. 
To  both  of  these  institutions  the  Legislature,  in  1785, 
granted  annual  donations  of  considerable  amounts.®^  To- 
ward the  end  of  the  century,  however,  the  opinion  gained 
ground  that  secondary  education  was  a  more  proper  object 
of  state  aid  than  was  collegiate  education.  The  donations 
to  the  two  colleges  were  discontinued  f^  and,  thereafter,  the 
appropriations  for  school  purposes  were  divided  among  a 
number  of  academies  and  colleges.  These  institutions  were, 
however,  neither  elementary  nor  free.  The  growing  de- 
mand for  a  school  system  embodying  both  of  these  features 

"Md.  Laws,  1723;  cf.   Steiner,  "Education  in  Maryland,"  p.  43 
et  seq. 
**Idem,  1784,  chs.  7  and  37. 
^Idem,  1805,  ch.  85. 
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resulted,  in   1813,  in  the  dedication  of  the  bank  tax  then 
levied  to  the  service  of  free  elementary  education.®^ 

Three  years  later  provision  was  made  for  the  application 
of  the  fund  accruing  from  the  bank  tax.®^  A  board  of 
school  commissioners  was  appointed  for  each  county  with 
power  to  draw  upon  the  treasurer  for  the  county's  share  of 
the  tax  proceeds,  and  with  full  discretionary  authority  as 
to  its  method  of  application.  The  act  was  without  result, 
primarily  because  the  product  of  the  bank  tax  was  wholly 
inadequate  for  the  purpose  intended;  and,  although  certain 
counties  were  given  authority  to  supplement  the  aid  from 
the  state  by  the  levy  of  special  taxes,  the  privilege  was 
accepted  in  few  if  any  cases.  In  1826  a  more  compre- 
hensive system  was  devised,  moulded  upon  the  apparently 
simple  Lancastrian  theory  of  education.*^  This  provided 
for  the  creation  of  the  office  of  state  superintendent  of 
public  instruction  with  general  supervisory  power  over  the 
schools  to  be  founded;  for  the  appointment  of  local  com- 
missioners and  inspectors;  for  the  division  of  each  county 
into  school  districts  of  a  fixed  size;  and  for  the  distribu- 
tion of  the  county's  share  of  the  state  school  fund  among 
the  several  districts  in  proportion  to  the  number  of  school 
children.  Such  further  money  as  should  be  necessary  for 
the  construction  of  buildings,  etc.,  was  to  be  raised  by  the 
people  of  each  district  by  special  taxation  or  otherwise. 
Baltimore  City  was  permitted  to  establish  its  own  system  of 
schools,  distinct  from  that  of  the  state ;  and  the  share  of  the 
school  fund  previously  allotted  to  Baltimore  County  was, 
thereafter,  divided  equally  between  city  and  county.®^  The 
effectiveness  of  the  new  plan  was  greatly  diminished  by  the 
provision  that  it  should  not  be  operative  in  any  county  until 
accepted  by  the  majority  vote  of  the  people  thereof.  The 
counties  were  slow  to  accept  the  offer ;  and,  even  in  those 
counties  where  it  was  adopted,  radical  changes  were  made  to 

*  See  supra,  p.  35. 
Md.  Laws,  1816,  ch,  256.    Frederick,  Washington  and  Alleghany 
counties  were  excepted,  the  portions  due  these  new  and  undeveloped 
counties  being  allowed  to  accumulate  to  their  credits. 

"Idem,  1825,  ch.  162. 

**  Hollander,  Financial  History  of  Baltimore,  p.  128. 
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meet  local  demands.  The  total  effect  of  all  this  legisla- 
tion was  very  disappointing.  With  the  exception  of  Balti- 
more City,  the  school  system  of  the  state  was  almost 
worthless.  The  Governor's  message  of  1856  declared  that 
education  in  Maryland,  outside  of  Baltimore  City,  was  "  in 
a  state  of  most  utter  and  hopeless  prostration." 

The  proceeds  of  the  bank  tax  were  treated  by  the  treasurer 
as  a  separate  account  under  the  name  of  the  "  Free  School 
Fund,"  and,  when  not  immediately  used,  were  invested  in 
the  shares  of  specified  banks.®*  The  fund  was  subject,  of 
course,  to  the  order  of  the  school  authorities  of  the  counties ; 
but  the  yearly  increment  was  so  small  that,  in  many  cases, 
the  counties  preferred  to  let  their  portions  accumulate  at 
interest  in  the  hands  of  the  treasurer.®^  This  tax  on  the 
banks  was  the  only  regular  revenue  granted  to  the  schools, 
but  on  two  occasions  the  school  funds  were  greatly  in- 
creased by  lump  appropriations.  These  were,  as  already 
noted,  the  interest  received  from  the  war  claims  and  the 
major  portion  of  the  money  received  from  the  distribution 
of  the  United  States  surplus  revenue  in  1837. 

The  "  county  rights  "  theory  of  government  was  never 
carried  to  more  extreme  lengths  than  in  the  distribution  of 
the  school  fund.  Without  respect  to  population  or  to  local 
needs,  the  proceeds  of  the  bank  tax  were  divided  in  equal 
proportions  among  the  several  counties;  and,  with  similar 
logic,  the  donations  to  academies  and  colleges,  which  had 
at  first  been  made  with  some  approach  to  merit,  were,  in 
1825,  ordered  to  be  so  changed  that  each  county  might 
share  equally  in  this  bounty.  Notwithstanding  the  oppo- 
sition of  the  larger  counties,  the  school  fund  continued  to 
be  distributed  upon  this  principle.  But,  in  the  case  of  the 
two  special  appropriations,  the  system  was  so  far  modified 
as  to  allow  one-half  of  these  sums  to  be  distributed  accord- 
ing to  the  number  of  white  children  of  school  age,  the  other 
half  continued  to  be  divided  equally  among  the  counties.®* 

•*For  a  time  three  separate  funds  were  carried — the  Free  School 
Fund,  the  County  School  Fund  and  the  Common  School  Fund.  The 
two  latter  were  unimportant. 

"Report  of  Treasurer  on  Education,  1842  (Pub.  Docs.). 

"  Md.  Laws,  1837,  ch.  285. 


CHAPTER  IV. 
Internal  Improvements  and  the  State  Debt. 

Character  and  Development  of  Internal  Improvements. 

The  year  1826  may  be  conveniently  taken  as  marking 
the  beginning  of  the  Internal  Improvement  Era  in  Maryland. 
Prior  to  that  time  there  had  been  much  earnest  discussion 
of  internal  improvements,  several  undertakings  had  been 
launched,  and  some  small  results  had  been  achieved ;  but,  so 
far,  such  attempts  had  been  strictly  subordinated  to  other 
interests.  At  the  very  time  when  the  spirit  of  internal 
improvement  was  most  abroad  in  the  other  states,  that  is, 
in  the  years  immediately  succeeding  the  second  English  war, 
the  violent  political  discussions  in  Maryland  had  prevented 
a  rational  consideration  of  the  subject  as  a  broad  question 
of  public  policy.^  As  a  result,  the  Erie  Canal  had  been 
completed  by  the  State  of  New  York  and  several  other  states 
were  busily  at  work  digging  canals  and  building  roads  be- 
fore Maryland  had  determined  upon  the  attitude  which  the 
state  government  should  assume  toward  such  projects.^ 
The  step  once  taken,  however,  could  not  be  retracted ;  and 
for  twenty  years  internal  improvement  was  the  dominating 
factor  in  the  financial  legislation  of  the  state. 

The  movement  in  Maryland,  as  elsewhere,  was  the  re- 
sultant of  many  causes,  partly  speculative,  partly  psycho- 
logical, but  in  the  main  wholly  rational.  In  their  few  years 
of  independence  the  United  States  had  prospered  beyond 
all  precedent.  It  seemed  that  nothing  could  ultimately 
fail,  that  a  special  Providence  was  in  charge  of  all  things 
American.  Each  new  generation  saw  the  population  more 
than  doubled;  each  year  saw  the  limits  of  civilization 
pushed  farther  and  farther  westward,  into  a  land  of  seem- 

*  Proceedings  of  House  of  Delegates,  1822,  p.  45. 
'Niles'  Register,  Vol.  24  (1823),  p.  235. 
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ingly  inexhaustible  wealth.  Every  line  of  business  shared 
in  this  prosperity — agriculture,  manufactures  and  commerce. 
But  it  was  early  and  clearly  seen  that  this  great  political 
and  industrial  growth  would  meet  with  a  sudden  check, 
unless  there  was  a  proportionate  development  of  means  of 
interior  communication.  Thus  arose  the  demand  for  in- 
ternal improvements. 

Two  distinct  motives  were  involved  in  this  demand  for 
quicker  and  cheaper  means  of  communication.  In  the  first 
place,  there  was  a  large  and  rapidly  growing  section  of 
the  country — the  interior  region  generally — isolated  by  na- 
ture, where  development  was  absolutely  dependent  upon 
the  construction  of  artificial  outlets  to  the  coast  markets. 
Thus,  the  mineral  products  of  the  Alleghanies  would  be  of 
little  service  so  long  as  the  cost  of  carriage  should  many 
times  exceed  the  value  of  the  original  product.  In  the 
second  place,  regions  well  situated  for  commercial  centers 
desired  improved  transportation  facilities  to  and  from  the 
interior  in  order  that  their  markets  might  be  widened  and 
their  trade  increased.  The  Erie  Canal,  for  instance,  was 
the  making  of  New  Yofk  City. 

Nature  placed  Maryland  in  this  latter  category.  The 
land  area  of  the  state  was  small — barely  9000  square  miles 
— the  water  area  so  well  distributed  that  for  the  major  part 
of  the  state  the  transportation  needs  of  the  people  were 
well  supplied  by  this  wonderful  system  of  natural  water- 
ways, especially  if  supplemented  by  a  good  system  of  local 
roads.  The  western  section,  it  is  true,  was  isolated;  and 
the  development  of  its  resources  required  some  form  of 
artificial  transportation  to  the  coast.  But,  with  this  excep- 
tion, the  effective  demand  for  internal  improvements  in 
Maryland  sprang  from  a  desire  to  make  the  state  com- 
mercially prosperous,  to  make  Maryland  the  channel  through 
which  might  flow  the  trade  of  the  surrounding  country  and 
of  the  West.  This  western  trade  was  the  great  prize  to 
be  contended  for.^  The  produce  of  that  great  region  could 
in  part  be  floated  down  the  Mississippi  River;  but,   for 

*  Proceedings  of  House  of  Delegates,  1827,  p.  269  et  seq. 
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imports,  the  western  country  was  dependent  upon  the  costly 
wagon  transportation  across  the  Alleghanies.  The  intro- 
duction of  the  steamboat  upon  the  Mississippi  threatened 
even  this  traffic;  but,  in  internal  improvements,  the  Atlantic 
states  thought  they  saw  a  means  of  redress.*  The  geo- 
graphical relation  of  most  of  these  states  to  the  West  was 
not  dissimilar.  The  trade  would,  therefore,  be  captured, 
and  probably  permanently,  by  whichever  one  of  them 
should  be  able  first  to  offer  the  easiest  and  cheapest  trans- 
portation from  the  interior  to  the  coast. 

Thus,  the  demand  for  internal  improvements  was  real 
and  rational,  and  in  the  days  before  the  railroad  its  logi- 
cal expression  was  in  the  form  of  roads,  canals,  and  im- 
proved river  courses.  But  such  undertakings  were  costly. 
Hence,  the  question  of  their  financiering  became  an  im- 
portant one.  Numerous  private  attempts  had  failed,  or, 
at  most,  had  met  with  only  very  partial  success.  Private 
capital  was,  indeed,  either  insufficient  or  unwilling  to  ven- 
ture upon  the  bolder  projects.  The  National  Government 
was  looked  to  for  aid ;  but  Congress,  after  having  authorized 
the  great  Cumberland  Road,  entered  upon  a  prolonged  dis- 
cussion of  the  constitutionality  of  such  action,  which,  while 
keeping  the  friends  of  the  American  system  in  suspense, 
gave  them  but  little  practical  encouragement.  The  respon- 
sibility seemed  to  have  been  thrown  upon  the  shoulders  of 
the  individual  commonwealths. 

That  Maryland  delayed  so  long  to  use  the  power  and 
credit  of  the  state  for  this  purpose  was  due,  as  noted, 
largely  to  political  dissensions.''  But  back  of  these  politi- 
cal dissensions,  and  the  cause  thereof,  lay  important 
economic  differences.  The  division  of  the  state  by  the 
Chesapeake  Bay  into  two  distinct  sections  early  bred  a 
feeling  of  distrust  between  the  dwellers  on  the  Eastern 
and  those  on  the  Western  Shore.     Later,  a  similar  distinc- 

*  Report  of  Committee  of  Senate  on  Trade  of  Maryland,  1833. 

'  Proceedings  of  House  of  Delegates,  1820,  p.  24  et  seq.  "  Mary- 
land has  been  wasting  her  energies,  and  destroying  her  best  interests 
by  domestic  teuds  and  political  struggles." 
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tion  and  distrust  developed  between  the  northern  and  south- 
ern counties.  This  was  partly  the  result  of  Maryland's 
being  essentially  a  border  state.  The  southern  and  the 
eastern,  or  tidewater,  counties  were  allied  in  soil  and  eco- 
nomic conditions  with  the  South;  the  northern  and  western 
counties  were  identified  in  general  characteristics  with  the 
North.  But  more  important  than  this  as  a  breeder  of 
sectional  animosity  was  the  gradual  shifting  of  the  eco- 
nomic center  of  the  state  from  the  southern  to  the  northern 
counties,  which  was  definitely  realized  in  the  first  quarter 
of  the  last  century.  This  was  particularly  exemplified  in 
the  increasing  dominance  of  one  city — Baltimore.  Favored 
with  an  excellent  harbor  and  a  central  position,  this  city 
thrived  wonderfully.  The  western  trade,  coming  across 
the  National  Turnpike  to  Cumberland,  found  its  easiest  out- 
let at  Baltimore,  which  was  also  the  normal  point  of  trans- 
shipment for  the  important  trade  down  the  valley  of  the 
Susquehanna.  Moreover,  in  the  sudden  development  of 
manufacturing  during  the  war  period,  the  hilly  region  around 
Baltimore  had  offered  such  excellent  water  power  that  the 
bulk  of  the  factories  tended  to  centralize  in  this  neighbor- 
hood. Outside  of  Baltimore,  the  most  noticeable  develop- 
ment was  in  the  counties  north  and  west.*  This  was  due 
to  the  excellent  soil  of  certain  sections,  the  adaptability  of 
others  to  the  location  of  factories  and  mills,  and  the  mineral 
wealth  of  the  Alleghany  region,  then  only  beginning  to  be 
developed. 

In  contrast  to  this  stood  conditions  in  the  southern  part 
of  the  state.  The  Eastern  Shore  was  barely  able  to  hold 
its  own  from  1800  to  1825 ;  and  the  lower  Western  Shore 
was  beginning  to  suffer  from  the  effects  of  the  long  ex- 
ploitation of  its  soil  by  successive  plantings  of  tobacco. 
The  distress  here  was  at  times  so  acute  that  lands  were  be- 
ing deserted ;  and  the  emigration  of  the  younger  generation 

•Majority  Report  of  Committee  on  Internal  Improvement,  1832 
(Pub.  Docs.). 
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caused  an    actual    decrease    in    the    population   of    certain 
sections.*^ 

Economic  differences  bred  local  jealousies.®  The  people 
occupied  themselves  with  politics.  The  Legislature  had 
little  time  to  spare  for  the  consideration  of  industrial  mat- 
ters. It  was  only  upon  the  passing  of  the  Federalist  party, 
about  1820,  that  a  political  peace  was  temporarily  effected. 
Local  jealousies,  however,  still  existed  and  formed  a  stumb- 
ling block  in  the  way  of  improvement  agitation.  The  ad- 
vantages of  internal  improvements,  if  constructed  by  private 
means,  was  generally  acknowledged,  although  even  here 
state  jealousy  sometimes  entered.  The  fear  that  Virginia 
and  the  District  of  Columbia  would  profit  too  much  from  a 
Potomac  canal  led  the  Maryland  Legislature  on  two  occa- 
sions to  refuse  even  its  sanction  to  that  undertaking.  But, 
that  the  state  treasury  should  become  involved,  with  the  con- 
sequent possibility  of  direct  taxation,  was  an  entirely  differ- 
ent proposition.  This  policy  of  state  aid,  which  later  led 
Maryland  to  the  verge  of  repudiation,  was  by  no  means  a 
spontaneous  movement,  the  product  of  a  mad  fever  of  uni- 
versal contagion,  such  as  it  has  sometimes  been  depicted. 
So  far  from  being  so,  it  was  only  by  the  most  strenuous 
efforts  and  after  a  long  campaign  that  the  friends  of  the 
policy  were  able  to  persuade  a  majority  of  the  counties  to 
their  way  of  thinking.  The  first  bill  making  a  large  appro- 
priation to  internal  improvements®  passed  the  House  of  Dele- 
gates by  the  close  vote  of  35  to  34,  and  the  subsequent  pass- 
age of  similar  bills  was,  in  like  manner,  closely  contested.^** 
This  opposition  was  based  largely  on  local  jealousies,  was 
often  irrational,  but  of  its  existence  there  is  no  question. 
Moreover,  notwithstanding  the  rosy  colors  in  which  the 
various  proposals  were  painted,  the  possibility  of  their  fail- 
ure was  by  no  means  overlooked. 

'Report  of  Committee  of  Ways  and  Means  on  the  Finances  and 
Ii'temal  Improvements,  1835  (Pub.  Docs.). 
"Governor's  Message,  1829. 
•Md.  Laws,  1825,  ch.  180. 
"  Proceedings  of  House  of  Delegates,  1825,  p.  351. 
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The  centre  of  the  enthusiasm  was  in  the  section  bordering 
upon  the  Potomac  River.  Every  village  along  that  river  saw 
in  a  western  canal  the  means  of  its  becoming  a  metropolis. 
The  attitude  of  Baltimore  toward  the  whole  movement  was 
for  a  time  unsettled.  The  majority  opinion,  at  first,  seemed 
to  incline  toward  a  canal  up  the  Susquehanna,  from  a  fear 
that  a  Potomac  canal  would  unduly  benefit  the  rival  cities  of 
Maryland  and  the  District  of  Columbia."  The  assent  of 
Baltimore  to  the  Chesapeake  and  Ohio  project  was  finally 
won,  but  then  only  half-heartedly,  by  the  promise  of  a  lateral 
connection  from  the  Potomac  to  the  Patapsco.  The  Eastern 
Shore  almost  unanimously  opposed  the  whole  movement. 
With  the  exception  of  the  Delaware  and  Chesapeake  Canal, 
which  was  distinctly  planned  for  the  benefit  of  through  traf- 
fic, there  was  little  possibility,  or,  indeed,  demand  for  internal 
improvements  in  this  section.  Any  indirect  advantage  which 
it  might  derive  from  extensive  works  on  the  Western  Shore 
was  overborne  by  the  fear  of  direct  taxation  and  by  the  feel- 
ing of  jealous  distrust,  which  was  the  heritage  of  the  East- 
ern toward  the  Western  Shore. 

Granting,  however,  the  value  of  internal  improvements  to 
the  state  and  the  wisdom  of  the  policy  of  state  aid,  the  choice 
of  improvements  to  be  aided  did  not  admit,  at  first,  of  much 
dispute.  Indeed,  the  topography  of  the  state  pointed  out  so 
clearly  the  direction  which  such  improvements  should  fol- 
low that  the  broad  outline  of  all  future  development  was 
laid  within  a  few  years  of  the  close  of  the  Revolution.  This 
outline  consisted  of  a  three-pronged  system  of  waterways 
radiating  from  the  Chesapeake  Bay  as  a  centre;  eastward, 
across  the  Delaware  Peninsula;  northward,  up  the  valley  of 
the  Susquehanna ;  westward,  with  the  course  of  the  Potomac. 
The  early  history  of  the  attempts  to  carry  out  these  improve- 
ments is  of  little  importance  in  itself ;  but  a  brief  review  may 
serve  to  place  later  developments  in  a  clearer  light. 

"Niles'  Register,  Vol.  25;  Baltimore  American,  iSp^. 
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The  Delaware  and  Chesapeake  Canal. 

This  was  among  the  earliest  of  snch  projects  to  be  pro- 
posed in  the  country,  forming  a  favorite  topic  of  discussion 
even  in  colonial  days.  Three  states — Pennsylvania,  Dela- 
ware and  Maryland — expected  much  from  the  commercial 
effects  of  such  a  connecting  link  between  the  Chesapeake  and 
Delaware  bays,  while  the  National  Government  favored  it 
for  its  supposed  strategic  value  in  times  of  war.  After  many 
futile  beginnings,  actual  work  was  begun  in  1824,^^  ^j^^  state 
of  Maryland  having  subscribed  $50,000  to  the  stock  of  the 
company  formed  for  the  purpose.  The  canal  was  opened 
for  traffic  in  1829,  and  developed  a  considerable  local  busi- 
ness ;  but,  as  it  accommodated  only  boats  of  a  shallow  draft, 
it  never  became  a  commercial  thoroughfare  as  had  been  an- 
ticipated, and  never  made  any  financial  return  to  the  state. 

The  Susquehanna  River. 

Internal  improvements  had  their  beginning  in  Maryland 
with  the  incorporation  of  the  "  Proprietors  of  the  Susque- 
hanna Canal  "  in  1784.^^  The  Susquehanna  River  was  nav- 
igable for  small  craft  well  into  the  State  of  Pennsylvania, 
except  for  a  stretch  of  some  ten  miles  below  the  Pennsyl- 
vania line.  This  obstacle  the  company  proposed  to  overcome 
by  building  a  canal  around  the  unnavigable  portion  of  the 
river,  from  Love  Island  to  tidewater.  Work  progressed  very 
slowly.  The  company  got  into  financial  difficulties,  and  in 
1800  the  state  came  to  its  aid  with  a  loan  of  $30,000.^*  In 
the  course  of  the  next  few  years  the  ten-mile  canal  was  com- 
pleted, and  some  minor  improvements  were  made  to  the  river 
bed,  but  the  trade  value  of  these  enterprises  was  very  slight. 
The  loan  received  from  the  state  was  never  repaid. 

"  Niles'  Register,  Vol.  26,  p.  180. 
"  Md.  Laws,  1783,  ch.  23. 
"Idem,  1799,  ch.  17. 
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The  Potomac  River. ^'^ 

Lx)ng-meditated  plans  for  rendering  the  Potomac  River 
a  navigable  waterway  culminated  in  1784-5,  when  the 
"  Potomac  Company  "  was  chartered  by  the  states  of  Vir- 
ginia and  Maryland.^®  This  company  proposed  to  clear  the 
channel  of  the  Potomac  River  for  navigation  as  far  as  Cum- 
berland, building  canals  where  necessary  around  obstructions 
due  to  falls  and  rapids.  The  history  of  the  company  is  one 
of  failure,  notwithstanding  the  performance  of  some  rather 
remarkable  engineering  feats  and  the  actual  opening  of  a 
considerable  portion  of  the  river.  In  18 19  it  gave  up  the 
struggle  after  having  expended  more  than  $700,000  and 
accumulated  a  debt  of  $170,000.  The  enterprise  had  been 
launched  almost  entirely  as  a  private  venture,  the  State  of 
Maryland  subscribing  originally  only  £5000.  But,  in  vari- 
ous times  of  financial  embarrassment,  the  state  had  made 
further  subscriptions,^^  until  in  1820  its  total  holdings  of 
stock  amounted  to  $120,444.44  i"  addition  to  a  loan  of  $30,- 
000  advanced  the  company  in  1814.^®  With  the  exception 
of  a  small  dividend  of  £457  in  1812,  the  state  had  received 
no  return  whatever  upon  these  investments. 

With  the  exposure  of  the  Potomac  Company's  affairs,  in 
1819,  all  hope  was  abandoned  of  making  the  Potomac  River 
navigable,  and  attention  turned  to  another  scheme — ^the 
building  of  a  continuous  canal  parallel  to  the  river.  By  the 
first  proposition,  this  was  merely  to  extend  from  tidewater 
— i,  e.,  Georgetown — to  Cumberland,  which,  it  was  esti- 
mated, could  be  done  for  $1,574,954.  Virginia  immediately 
incorporated  the  Potomac  Canal  Company  to  carry  out  this 
plan ;  but  the  Maryland  Legislature  refused  its  confirmation. 
The  only  apparent  reason  for  this  action  was  the  jealous  fear 
that  the  District  of  Columbia  would  benefit  unduly  from  a 
canal  terminating  at  Georgetown. 

"For  the  detailed  account  of  the  early  history  of  the  attempts  to 
build  a  canal  up  the  Potomac  River,  see  Ward's  "  The  Early  Devel- 
opment of  the  Chesapeake  and  Ohio  Canal  Project." 

"Md,  Laws,  1784,  ch.  33. 

"Cf.  Md.  Laws,  1795,  ch.  51. 

"Md.  Laws,  1812,  Resolution  6;  1818,  Resolution  29;  1819,  Reso- 
lution 11;  1822,  Resolution  43. 
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Meanwhile,  events  were  shaping  for  a  bolder  enterprise. 
The  idea  of  a  continuous  canal  from  the  Chesapeake  Bay 
to  the  Ohio  River — a  canal  which  would  enable  the  products 
of  the  great  West  to  come  to  the  ocean  without  unloading — 
had  been  broached  some  years  before.  But  the  expense  of 
such  an  undertaking  daunted  its  advocates,  and  up  to  1823 
there  seemed  little  likelihood  of  aid  from  the  National  Gov- 
ernment. The  internal  improvement  party  had  dominated 
Congress  for  a  term  of  years;  but  so  far  a  strict-construc- 
tion President  had  prevented  action.  In  the  fall  of  1823 
matters  changed.  President  Monroe  cast  aside  his  Consti- 
tutional scruples;  and  it  appeared  reasonably  certain  that 
the  Chesapeake  and  Ohio  project,  if  properly  presented, 
would  receive  national  sanction  and  aid.  At  a  convention 
of  the  friends  of  the  canal  it  was  estimated  that  the  eastern 
section,  from  Georgetown  to  the  coal  banks  above  Cumber- 
land, could  be  constructed  for  $2,750,000.  Virginia  re- 
sponded immediately,  January  2y,  1824,  by  incorporating  a 
company  on  the  lines  laid  down  by  the  convention.  A  year 
later,  the  Maryland  Legislature  confirmed  the  act,  but  with 
the  express  reservation  of  the  right  to  construct  a  lateral 
canal  from  the  District  of  Columbia  to  Baltimore  City.^** 
No  state  subscription  to  the  stock  of  the  new  company  was 
authorized  by  this  act. 

Thus,  up  to  1825,  the  state  of  Maryland  had  expended  in 
various  schemes  of  internal  improvement  more  than  a  quar- 
ter of  a  million  dollars.^^  This  was  a  very  considerable  sum 
at  the  time,  but  the  expenditure  had  been  spread  over  a 
number  of  years ;  and,  what  was  more  important,  the  money 

"January  31,  1825.     Md.  Laws,  1824,  ch.  79. 

^Besides  the  subscriptions  and  loans  to  the  three  canal  enter- 
prises, aggregating  $230,000,  the  state  had  also,  in  1809-10,  made 
small  subscriptions  to  the  stocks  of  two  turnpike  companies  and  to 
one  manufacturing  company.  These  were :  Baltimore  and  Frederick- 
town  Turnpike  Co.,  $10,000;  Baltimore  and  Yorktown  Turnpike  Co., 
$5000;  Union  Manufacturing  Co.,  $10,000.  All  three  of  these  in- 
vestments continued  to  pay  occasional  small  dividends.  The  large 
state  subscriptions  to  the  capitals  of  several  banks,  as  already 
described,  are  not  regarded  as  internal  improvement  investments. 
They  were  simply  safe  means  of  investing  the  surplus  funds  of  the 
treasury. 
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had  been  drawn  directly  from  current  revenues.     No  debt 
had  as  yet  been  incurred. 

The  Internal  Improvement  Loans. 
(1826-1840.) 

The  act  of  March  6,  1826,^^  making  conditional  appro- 
priations of  $1,700,000  to  various  improvement  undertak- 
ings, definitely  accepted  the  policy  of  state  aid  to  internal 
improvements,  and  also  gave  the  first  sanction  to  the  use 
of  the  public  credit  for  this  purpose.  To  render  the  act 
easier  of  passage,  the  aid  offered  was  so  distributed  as  to 
placate  as  far  as  possible  all  sections  of  the  state.  The 
sum  of  $500,000  was  subscribed  to  the  Chesapeake  and  Ohio 
Canal  Company  ;^2  $500,000  was  pledged  to  construct  a 
connecting  canal  from  Washington  to  Baltimore,  when  such 
should  be  declared  feasible  and  a  company  duly  organized; 
a  similar  sum  was  promised  to  any  company  that  might 
be  formed  to  build  a  canal  from  Baltimore  to  Yorkhaven, 
Pennsylvania;  and,  finally,  $200,000  was  pledged  for  the 
improvement  of  rivers  and  lowlands  on  the  Eastern  Shore. 
To  raise  the  money  thus  appropriated  the  treasurer  was 
directed  to  negotiate  a  five  per  cent,  loan,  redeemable  after 
i860.  Of  these  four  authorized  appropriations,  only  the 
first  was  ever  made.^^  The  projects  of  lateral  canals  from 
Baltimore  to  the  Potomac  River  and  from  Baltimore  to 
Yorkhaven  were  temporarily  dropped;  and  the  indefinite 
plan  of  bettering  the  Eastern  Shore  navigation  was  never 
carried  beyond  the  surveyor's  chart,  if,  indeed,  it  was  ever 
intended  to  be  carried  farther.  The  Chesapeake  and  Ohio 
Canal  itself  languished  for  a  time ;  and,  when  finally  begun 
in  1828,  the  whole  complexion  of  the  movement  had  been 
changed. 

The  report  of  General  Bernard,  in  1826,  with  its  esti- 
mate of  over  $22,000,000  for  a  Chesapeake  and  Ohio  canal, 

^  Md.  Laws,  1825,  ch.  180. 

''The  certificates  of  stock  and  debt  of  the  old  Potomac  Company 
held  by  the  state  were  also  subscribed  for  stock  in  the  new  company. 
''Md.  Laws,  1827,  ch.  104. 
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added  to  the  cost  and  uncertainty  of  a  Baltimore  connec- 
tion, quenched  what  little  hope  the  people  of  that  city  had 
ever  had  in  this  vast  project.  Still  anxious,  however,  to 
save  the  valuable  trade  of  the  West,  they  sought  a  substitute, 
and  found  it  in  a  newly  invented  form  of  transportation — 
the  railroad.^*  A  company  was  formed  to  construct  such 
a  road  westward  from  Baltimore,  with  the  aim  of  ultimately 
reaching  the  Ohio  River.^^  A  charter  was  readily  ob- 
tained f^  and,  upon  an  appeal  to  the  state  for  aid,  the  Legis- 
lature subscribed  $500,000  to  the  stock  of  the  Baltimore  and 
Ohio  Railroad  Company,  at  the  same  time  revising  the  sim- 
ilar appropriation  to  the  Chesapeake  and  Ohio  Canal  Com- 
pany so  as  to  bring  both  these  grants  under  the  same  con- 
ditions.^^ These  conditions  exacted  that  the  two  works 
should  follow  certain  prescribed  routes,  later  much  changed ; 
that  each  company  should  have  bona  fide  subscriptions  of 
certain  amounts  precedent  to  the  state's  subscriptions ;  and 
finally,  that  each  company  should  agree,  if  requested,  to 
accept  five  per  cent,  bonds,  irredeemable  for  fifteen  years, 
in  payment  of  the  state's  subscriptions.  These  conditions 
were  complied  with;  and,  on  the  same  day,  July  4,  1828, 
both  works  were  formally  begun. 

The  aims  of  these  two  undertakings  were  almost  identi- 
cal, their  lines  of  construction  almost  parallel.  That  the 
two  were  by  their  nature  destined  to  be  rivals  was  not  over- 
looked by  certain  of  their  projectors ;  and  mutual  antagon- 
ism was  at  times  acute.  But  the  essential  character  of  the 
rivalry  was  not  generally  grasped.  Canal  transportation 
had  the  support  of  long  precedent,  and  the  steamboat  was 
an  assured  success.  The  railroad,  on  the  other  hand,  was 
an  experiment.  There  was  a  prevalent  belief  that  the  two 
undertakings  had  different  fields  of  work;  that  the  canal 
was  adapted  to  the  carrying  of  the  bulky  mineral  and  agri- 
cultural products  of  the  Alleghany  region,^^  while  the  rail- 

" Report  of  Baltimore  and  Ohio  Railroad,  1830  (Pub.  Docs.). 
^  Proceedings  of  House  of  Delegates,  1827,  p.  268  et  seq. 
"Md.  Laws,  1826,  ch.  123. 
"Idem,  1827,  chs.  104  and  105. 

"  Report  of  Committee  of  Ways  and  Means  on  Finance  and  Inter- 
nal Improvements,  1835  (Pub.  Docs.). 
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road  would  find  its  field  of  usefulness  in  the  transport  of 
lighter  and  more  perishable  goods.  It  was  the  existence 
of  this  belief  in  the  restricted  field  of  the  railroad,  together 
with  the  necessity  of  compromise  on  the  part  of  both  lobbies 
in  order  to  present  a  united  front,  that  caused  the  legislative 
treatment  of  the  two  companies  to  be  more  or  less  impartial. 
The  construction  of  the  railroad  proceeded  rapidly.  By 
April  I,  1832,  it  was  in  operation  as  far  as  the  Point  of 
Rocks  on  the  Potomac  River,  sixty-nine  miles  from  Balti- 
more.2®  From  the  very  first  the  new  road  proved  an  eco- 
nomic success,  developing  the  country  through  which  it 
passed  and  being  offered  many  times  the  freight  it  was  able 
to  handle.  The  canal  company,  with  its  more  cumbrous 
organization,  moved  more  slowly,  although  all  might  have 
been  well  had  not  its  overcaution  and  jealousy  of  the  rail- 
road caused  it  to  take  a  fatal  step.  The  natural  passage- 
way to  the  West  for  both  canal  and  railroad  lay  along  the 
valley  of  the  Potomac  River,  and  both  companies  had  plan- 
ned to  follow  this  course.  The  passage  up  the  valley,  how- 
ever, was  so  narrow  in  places,  particularly  at  the  Point  of 
Rocks,  that  the  canal  company,  claiming  a  prior  grant  of 
the  route,  contested  the  claim  of  the  railroad  to  the  use  of 
the  river  bank  at  this  place.  The  matter  was  finally  settled, 
in  1832,  by  the  court  of  appeals  in  favor  of  the  canal  com- 
pany, and,  in  the  following  year,  by  a  compromise  on  the 
part  of  both  companies.^^  But,  by  this  time,  irreparable 
injury  had  been  done  the  canal  enterprise  by  the  consequent 
delay  in  construction.  The  friends  of  the  Chesapeake  and 
Ohio  Canal  had,  from  the  beginning,  placed  great  trust  in 
the  aid  of  the  Federal  Government,  hoping,  indeed,  to  shift 
the  full  responsibility  upon  the  nation's  shoulders.  This 
trust  had  been  rewarded  by  a  congressional  subscription  of 
$1,000,000  to  the  company's  stock  in  1828;  and,  if  rapid 
progress  had  been  made  upon  the  work,  it  is  probable  that 
more  would  have  been  forthcoming.     But,  by  1832,  when 

"  Reizenstein,  Economic  History  of  the  Baltimore  and  Ohio  Rail- 
road, p.  26. 
**4  Gill  and  Johnson,  52.    Reizenstein,  op.  cit.,  pp.  29-32. 
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the  canal  was  ready  to  resume  work,  the  situation  had 
greatly  changed.  The  internal  improvement  party  in  Con- 
gress had  lost  its  power;  the  President  had  become  un- 
friendly; and  it  appeared  certain  that  no  further  aid  could 
be  obtained  from  this  source.  Moreover,  during  these  crit- 
ical years,  the  railroad  was  gaining  converts,  while  enthu- 
siasm for  the  canal  had  so  waned  that  private  assistance  was 
not  forthcoming.  The  state  made  another  small  subscription 
of  $125,000 — in  five  per  cent,  fifteen-year  bonds — to  Chesa- 
peake and  Ohio  stock.^*  But  this  was  insufficient  even  to 
meet  the  accumulated  indebtedness  of  the  company,  and 
further  appeal  was  made. 

Meanwhile,  the  success  of  the  Baltimore  and  Ohio  Rail- 
road had  inspired  other  enterprises  of  the  same  kind,  in 
the  two  most  important  of  which  the  state  treasury  became 
involved.  These  were  the  Baltimore  and  Washington  and 
the  Baltimore  and  Susquehanna  railroads,  both  of  which, 
it  is  to  be  noted,  paralleled  the  routes  of  previously  planned 
canals. 

The  Baltimore  and  Washington  Railroad  started  as  an 
independent  enterprise  ;^^  but,  meeting  with  ill  success,  the 
Baltimore  and  Ohio  Railroad  Company  undertook  its  con- 
struction as  a  branch  of  its  main  line.^^  The  Legislature 
subscribed  $500,000  to  the  new  stock  issued  therefor,  with 
the  provisions  that  this  subscription  should  be  considered 
a  "  separate  and  distinct  stock ; "  that  the  interest  of  the 
state  in  the  road  should  never  be  pledged  as  security  for  a 
mortgage ;  and  that  one  fifth  of  the  gross  passenger  receipts 
from  the  Washington  Branch  line  should  be  annually  paid 
to  the  state.  The  road  was  quickly  completed,  proved  im- 
mediately successful,  and  the  provision  for  the  tax  on  pas- 
senger receipts  became  a  lucrative  source  of  revenue  to  the 
treasury.  It  was,  indeed,  the  only  one  of  the  state's  ven- 
tures in  internal  improvements  that  turned  out  to  its  im- 
mediate financial  advantage. 

"Md.  Laws,  1833,  ch.  239. 

"^Idem,  1827,  ch.  170;  1828,  ch.  139. 

"Idem,  1830,  ch.  158. 
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The  Baltimore  and  Susquehanna  Railroad  started  favor- 
ably with  a  capital  of  $450,000,  of  which  the  State  of 
Maryland  had  subscribed  $100,000,^'*  but  it  immediately  en- 
countered a  formidable  obstacle  in  the  refusal  of  the  Penn- 
sylvania Legislature  to  allow  it  to  be  carried  through  the 
state.  Pennsylvania  was  busy  with  its  own  schemes  of 
improvement,  and  resented  this  attempt  of  Maryland  to 
strike  at  the  heart  of  its  system^**  and  divert  trade  to  Balti- 
more which,  it  was  thought,  belonged  legitimately  to  Phila- 
delphia. The  requisite  permission  was  finally  granted  in 
1834,  but  the  delay  had  so  discouraged  most  of  the  stock- 
holders that  they  ceased  to  pay  their  instalments  when  called 
on.^^  The  Maryland  Legislature  offered  to  guarantee  a 
bond  issue  of  $300,000;^^  but  the  company  was  unable  to 
float  a  loan  on  the  conditions  required  in  the  act,  and  applied 
for  more  material  help.^® 

Thus,  up  to  the  end  of  1833,  the  state  treasury  had 
not  been  seriously  embarrassed  by  its  ventures  into  the 
field  of  internal  improvements.  The  appropriations  made 
thereto  had  resulted  in  the  authorization  of  a  debt  of 
$1,725,000,  a  third  of  which  had  not  yet  been  contracted. 
The  form  and  provision  of  the  several  subscription  acts 
were  much  alike.  In  each  the  state  reserved  the  privilege 
of  paying  its  promised  subscription  by  a  direct  transfer  of 
state  stock  to  the  company  concerned,  leaving  to  it  all 
difficulties  of  marketing  the  stock.  The  rate  of  interest 
was,  with  one  exception,  5  per  cent.  The  exception  was 
in  the  case  of  the  subscription  of  $100,000  to  the  Baltimore 
and  Susquehanna  Railroad  Company  in  1831,  when  an 
easier  money  market  permitted  the  issue  of  4J  per  cent, 
stock.     The  same  rate  was  originally  fixed  for  the  loan 

"Md.  Laws,  1827,  ch.  72.  Cf.  Report  of  Committee  on  Internal 
Improvements,  1834  (Pub.  Docs.). 

"Letter  of  President  of  Baltimore  and  Susquehanna  Railroad 
Company,  1829,  December  31    (Pub.  Docs.). 

"  Memorial  of  Baltimore  and  Susquehanna  Railroad  Co.,  1834 
(Pub.  Docs.). 

"Md.  Laws,  1832,  ch.  220. 

"  Report,  Baltimore  and  Susquehanna  Railroad  Co.,  1833. 
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authorized  in  1834  for  the  Baltimore  and  Washington 
Branch  Railroad,  but  the  directors  of  the  road  being  un- 
able to  dispose  of  it  at  the  price  required  by  the  act,  the 
Legislature  later  converted  it  into  a  5  per  cent,  stock.*® 
Occasionally,  the  state  had  exceeded  the  regular  duties 
of  a  stock-holder  by  advancing  the  instalments  on  its  hold- 
ings of  stock  before  due  and  before  the  other  shareholders 
had  paid.***  In  such  cases,  however,  special  security  had 
been  exacted  for  the  advance. 

The  Legislature  of  1834  granted  applications  for  aid 
from  two  improvement  companies — the  Chesapeake  and  Ohio 
Canal  and  the  Baltimore  and  Susquehanna  Railroad.*^  The 
promoters  of  the  railroad,  discouraged  by  the  opposition  of 
Pennsylvania,  had  proceeded  very  slowly  with  the  work; 
and  the  road  had  been  carried  as  yet  but  a  third  of  its  way 
to  Yorkhaven.  But  there  was  little  doubt  felt  that  it  could 
be  completed  in  a  short  time  at  a  comparatively  small  ex- 
pense,*^  and  the  Legislature  agreed  to  loan  the  company  a 
million  dollars.  The  canal  presented  a  more  serious  propo- 
sition. After  having  expended  $4,000,000  in  building  one 
hundred  and  six  miles,**  the  company  was  now  bankrupt.  It 
was  evident  that  the  canal  would  be  of  little  value  unless 
extended  to  Cumberland,  at  least;  and  Cumberland  was 
eighty-six  miles  away.  Aid  from  the  United  States  Gov- 
ernment could  no  longer  be  relied  upon ;  and  private  capital 
had  lost  its  ardor  for  canal  investments.  The  state  treasury 
seemed  the  only  resource.**  The  Company's  surveys  and 
estimates  demonstrated  that  the  remaining  section  of  the 
canal  could  be  finished  at  an  expenditure  of  $2,000,000, 
or  less ;  and,  in  this  belief,  the  Legislature  authorized  a  loan 

"Md.  Laws,  1833,  ch.  33. 

*°Idem,  1831,  ch.  224;  1833,  ch.  33;  1833,  ch.  105. 

"  Idem,  1834,  ch.  241. 

"  Memorial  of  the  Baltimore  and  Susquehanna  Railroad  Co.,  1834 
(Pub.  Docs.). 

"  Memorial  in  behalf  of  the  Chesapeake  and  Ohio  Canal  Co.,  1834 
(Pub.  Docs.). 

"  Committee  of  House  of  Delegates  on  Chesapeake  and  Ohio  Canal 
Co.,  1834  (Pub.  Docs.). 
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to  the  Company  of  as  much  of  $2,000,000  as  might  be 
necessary.*'* 

In  making  these  loans,  apparently  ample  measures  were 
taken  to  guard  the  state  against  loss.  It  was  provided: 
(i)  that  each  company  should  deposit  a  covenant  with  the 
state,  pledging  its  whole  property  and  resources  for  securing 
the  payment  of  interest  and  principal  of  the  loan  made  to 
it;  (2)  that  each  company  should  pay  its  whole  net  re- 
ceipts to  the  treasurer  annually,  to  accumulate  until  he 
should  have  a  fund  sufficient  to  pay  the  state  loans  when 
due;  (3)  that  the  Baltimore  and  Susquehanna  Railroad 
Company  should  have  called  in  all  unpaid  subscriptions  of 
its  private  stock-holders  and  have  deposited  a  bond  with 
the  treasurer  in  penalty  of  $100,000  as  a  special  security 
for  the  interest  due  the  state  before  the  completion  of  the 
road  to  Yorkhaven.  To  meet  the  loans,  when  demanded, 
the  treasurer  was  authorized  to  issue  and  sell  6  per  cent, 
stock  redeemable  at  any  time  after  i860,  provided  he  should 
receive  not  less  than  15  per  cent,  premium.  The  full 
amounts  of  the  loans  were  demanded  by  the  two  companies 
almost  immediately.  Fortunately,  the  money  market  was 
active;  and  the  treasurer  was  able  to  dispose  of  the  state 
stock  at  an  average  premium  of  17  per  cent.*® 

The  loans,  however,  completely  failed  to  attain  the  objects 
aimed  at.  The  Baltimore  and  Susquehanna  Company,  with 
its  portion,  was  able  to  carry  its  road  only  two  thirds  of 
the  way  to  Yorkhaven.  The  loan  to  the  canal  company  was 
even  less  successful.*^  Of  the  $2,000,000  loaned  by  the 
state,  only  $121,000  was  devoted  to  new  construction,  the 
residue  being  used  to  defray  outstanding  debts  and  to  re- 
pair the  old  works.     In  less  than  a  year  the  company  again 

*°  The  passage  of  this  act  was  secured  by  providing  that  in  certain 
cases  the  expected  profits  should  go  to  the  school  fund.  The  Gover- 
nor's Message  for  1835  (page  4)  says:  "The  systems  of  Internal 
Improvement  and  General  Education  are  united  .  .  .  and  the  whole 
state  as  with  one  voice  approves  the  measure." 

"Report  Ways  and  Means  Committee  relative  to  State  Funds, 
1838  (Pub.  Docs.). 

"  Report  of  Joint  Committee  on  Chesapeake  and  Ohio  Canal,  1833 
(Pub.  Docs.). 


S6  Financial  History  of  Maryland.  [436 

appeared  before  the  Legislature  as  a  suppliant,  acknowledg- 
ing that  its  former  estimate  had  been  so  far  short  of  the 
actual  cost  that  it  would  require  an  additional  $3,000,000 
to  complete  the  canal  to  Cumberland.*^ 

The  Legislature  was  not  in  a  position  to  quibble  over 
the  legality  of  things  done.  The  alternative  of  further 
aid  was  the  complete  failure  of  the  canal,  which  meant 
not  only  the  loss  of  all  the  state  investments  therein,  but 
also  the  permanent  saddling  upon  the  treasury  of  an  annual 
interest  charge  of  $151,250 — a  burden  which  the  finances 
were  in  no  condition  to  bear.  But,  preliminary  to  another 
loan,  it  was  necessary  to  thresh  over  again  the  whole  policy 
of  internal  improvements  with  a  view  to  reconciling  con- 
flicting interests  and  establishing  finally  the  attitude  of  the 
state  government  toward  all  such  enterprises.  As  a  result 
of  this  discussion,  a  well-rounded  plan  of  internal  improve- 
ments was  developed.  The  old  project  of  a  canal  to  the 
Ohio  was  definitely  abandoned ;  and  efforts  were  to  be  con- 
fined solely  to  completing  it  as  far  as  Cumberland.  Per- 
fect confidence  was  felt  that,  if  the  coal  banks  of  the  AUe- 
ghanies  were  once  reached,  the  canal  would  be  immediately 
productive.  The  old  fear  still  lingered  that  the  cities  of 
Virginia  and  of  the  District  might  profit  unduly  from  this 
work ;  and,  to  quiet  this  fear,  and  to  win  the  favor  of  Balti- 
more, the  moribund  project  of  a  lateral  canal  from  the 
Potomac  River  to  that  city  was  revived.  In  addition,  An- 
napolis was  to  be  cared  for  by  a  similar  lateral  connection 
to  the  Potomac.  The  western  trade,  it  was  thought,  could 
be  taken  care  of  by  the  extension  of  the  Baltimore  and  Ohio 
Railroad.*^  That  road  had  been  carried  by  now  as  far  as 
Harper's  Ferry,  and  was  demonstrating  its  economic  value. 
Financially,  it  was  less  successful,  and  to  carry  out  the 
plan  the  state  would  have  to  aid  the  railroad  as  well  as 
the  canal.     Finally,  the  Eastern  Shore  was  to  have  a  share 

*'  Minority  and  Majority  Reports  of  Joint  Committee  on  Chesa- 
peake and  Ohio  Canal,  1835  (Pub.  Docs.). 

"Report  of  Ways  and  Means  Committee  on  the  Finances  and 
Internal  Improvements,  1835   (Pub.  Docs.). 
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in  the  state's  bounty.  The  early  plans  to  improve  lowlands 
and  navigable  rivers  of  that  section  had  never  been  carried 
out,  although  repeated  appropriations  had  been  made.  But 
now  a  bolder  plan  was  developed — to  construct  a  railroad 
throughout  the  whole  length  of  the  Eastern  Shore,  which, 
by  numerous  branch  lines,  would  bring  every  part  of  that 
section  into  communication  with  the  rest  of  the  country.^° 

An  act  embodying  these  several  features  and  appropri- 
ating a  total  of  $8,000,000  was  passed  by  the  Legislature  in 
extra  session,  June  4,  1836.^^  The  money  was  to  be  raised 
by  an  issue  of  6  per  cent,  fifty-year  bonds,  which,  how- 
ever, were  not  to  be  sold  at  less  than  20  per  cent,  premium. 
To  dispose  of  what  was  then  such  a  large  issue,  commis- 
sioners were  appointed  to  negotiate  the  sale  abroad.  The 
$8,000,000  was  subscribed  to  the  stock  of  the  several  com- 
panies in  the  following  proportion :  $3,000,000  to  the  Chesa- 
peake and  Ohio  Canal  Company,  $3,000,000  to  the  Baltimore 
and  Ohio  Railroad  Company,  and,  as  soon  as  formally  orga- 
nized with  sufficient  capitals  to  complete,  $1,000,000  to  the 
Eastern  Shore  Railroad  Company,  $500,000  to  the  Annapo- 
lis and  Potomac  Canal  Company,  $500,000  to  the  Maryland 
Canal  Company  (i.  e.,  the  lateral  canal  from  Baltimore  City 
to  the  Potomac  River). 

A  strong  but  unsuccessful  effort  was  made  to  include  in 
this  act  a  provision  for  the  establishment  of  a  state  bank, 
or,  failing  this,  a  real  estate  bank  to  which  the  state  should 
lend  its  credit,  on  the  lines  laid  down  by  certain  southern 
and  western  states.'^^  Both  plans  were  fostered  primarily 
by  the  planters  of  the  lower  Western  Shore,  who,  suffering 
from  exhausted  soil,  believed  that  paper  money,  or  at  least 
loans  on  farm  lands  at  low  interests,  would  restore  their 
prosperity. 

So  important  was  the  lateral  canal  from  the  Potomac 
River  to  Baltimore  considered  that  the  subscriptions  to  the 

"  Cf.  Md.  Laws,  1835,  ch.  338. 

"  Idem,  1835,  ch.  395. 

"Reports  of  the  Committee  on  Finances  and  Internal  Improve- 
ments and  of  the  Select  Committee  on  a  Real  Estate  Bank;  contra, 
Report  of  Ways  and  Means  Committee,  1835  (Pub.  Docs.). 
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Chesapeake  and  Ohio  Canal  and  the  Baltimore  and  Ohio 
Railroad  were  made  contingent  upon  the  organization  of  the 
Maryland  Canal  Company  with  sufficient  capital  to  complete 
the  proposed  work.  Furthermore,  each  of  the  several  com- 
panies was  required  to  guarantee  on  the  state's  subscrip- 
tion a  preferred  dividend  of  6  per  cent.  This  latter 
condition  was  speedily  fulfilled,  although  the  canal  company 
hesitated  for  a  time  to  give  its  assent  because  of  a  clause 
in  the  act  by  which  it  surrendered  certain  claims  to  the 
Potomac  Valley  between  Harper's  Ferry  and  Cumberland. 
The  first  condition,  that  requiring  the  organization  of  the 
Maryland  Canal  Company,  was  also  fulfilled  in  the  course  of 
the  next  few  months,  but  only  after  some  rather  flagrant 
financial  juggling,  the  details  of  which  it  is  difficult  to  un- 
cover. Surveys  were  made,  a  company  was  organized,  and 
a  certificate  showing  a  subscribed  capital  of  $i,ooo,cx)o  pre- 
sented to  the  treasurer  and  approved  by  the  attorney-gen- 
eral. The  company,  however,  was  apparently  nothing  more 
than  a  "  dummy  "  hatched  up  by  the  friends  of  the  loan 
act  for  the  sole  purpose  of  fulfilling  the  conditions  of  the 
appropriations  and  with  no  intention  of  ever  building  the 
canal.^^  The  charge  of  fraud  was  repeatedly  made,^"*  to 
which  the  only  reply  was  that  the  certificate  had  been  duly 
accepted  by  the  state's  officers. 

The  method  adopted  to  float  the  loan  likewise  led  to 
legal  questioning.  The  spring  of  1836,  when  the  act  was 
passed,  was  a  time  of  general  prosperity.  The  money-market 
was  active;  and  the  Legislature  had  thought  the  require- 
ment of  a  20  per  cent,  premium  on  a  6  per  cent,  bond  to 
be  perfectly  feasible.*^^  But  by  the  time  the  commissioners 
were  ready  to  proceed  to  Europe*^®  a  great  change  had 
taken  place.     The  crisis  of   1837  was   developing  rapidly 

"The  list  of  subscribers  as  given  in  the  certificate  shows  that  of 
the  total  of  16,105  shares  subscribed  16,000  had  been  taken  by  three 
men.  Scharf  says  these  men  were  of  no  financial  standing  in  the 
city.     History  of  Maryland,  III,  p.  208. 

Report   of   Ways   and   Means    Committee   on    Subscriptions   of 
State,  etc.,  1836  (Pub.  Docs.). 

"Governor's  Message,  1839  (Pub.  Docs.). 

"Idem,  1836. 
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in  the  country;  and,  abroad,  the  deluge  of  American  state 
bonds,  combined  with  the  irresponsible  attitude  of  several 
states  toward  their  obligations,  had  caused  a  rapid  decline 
in  American  credit,  to  such  an  extent  that  the  commissioners 
were  unable  to  dispose  of  their  securities  at  a  price  any- 
where near  that  demanded  by  the  terms  of  the  act.  Fail- 
ing in  this  mission,  the  commissioners  adopted  another 
method,  carrying  out  the  spirit  if  not  the  letter  of  the  law. 
A  contract  was  entered  into  directly  with  the  two  principal 
beneficiaries  of  the  act — the  Baltimore  and  Ohio  Railroad 
and  the  Chesapeake  and  Ohio  Canal  companies — by  which 
they  agreed  to  accept  state  bonds  to  the  full  amount  of 
their  respective  subscriptions,  and  to  pay  the  treasurer  in 
cash  the  premium  of  20  per  cent,  required  by  the  act.  Such 
a  contract  was  of  doubtful  benefit  to  the  state.  There  was 
no  reasonable  hope  that  the  companies  concerned  could  dis- 
pose of  the  state  bonds  on  better  terms  than  the  commis- 
sioners could  have  done,  and  every  reason  to  believe  that, 
being  hard  pushed  for  funds,  the  bonds  would  be  sacrificed 
to  the  injury  of  the  state  credit.  In  such  case,  the  20  per 
cent,  premium  to  be  paid  the  state  would  have  to  come  out 
of  the  companies*  capital  accounts ;  and,  assuming  the  cor- 
rectness of  the  estimates  to  complete  the  work,  the  loans 
would  fall  that  far  short  of  accomplishing  their  purposes." 
After  a  prolonged  discussion,  the  Legislature  refused 
to  contest  the  legality  of  these  contracts,  or  of  the  organi- 
zation of  the  Maryland  Canal  Company.  Admitting  the 
irregularities  attaching  to  these  actions,  it  was  none  the 
less  true  that  the  treasurer  had  already  made  the  subscrip- 
tions in  question,  and  that  the  Chesapeake  and  Ohio  Canal 
Company,  on  this  authority,  had  entered  into  numerous  con- 
.tracts.  To  annul  the  act  meant  embarrassment  and  further 
delay  to  the  canal,  when  expedition  appeared  more  than 
ever  necessary.*'®     Moreover,  if  the  contracts  were  carried 

"  Report  of  Ways  and  Means  Committee  on  Validity  of  Contracts 
made  by  the  Commissioners,  etc.,  1835;  Report  of  Committee  on 
Internal  Improvements,  1834  (Pub.  Docs.). 

"Md.  Laws,  1837,  Resolution  26. 
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out,  the  state  would  at  least  receive  as  premium  a  sum 
aggregating  $1,200,000. 

But  the  contracts  were  not  carried  out,  nor  did  any  of 
the  expected  results  come  to  pass.  Six  per  cent,  currency 
bonds  proved  unsalable;  and  the  Legislature,  a  year  later, 
provided  for  their  conversion  into  5  per  cent,  fifty-year  ster- 
ling bonds,  payable  interest  and  principal  in  London,^^  under 
the  belief  that  5  per  cent,  sterling  was  an  equivalent  interest 
to  6  per  cent,  current  money  and  was  much  more  acceptable 
to  foreign  investors.  Moreover,  the  act  which  provided  for 
this  conversion  radically  altered  the  provisions  of  the  origi- 
nal act.  The  state  relinquished  entirely  its  demand  for  a 
20  per  cent,  premium,  but  stipulated  that  each  company 
should  guarantee  to  meet,  for  a  space  of  three  years,  the 
interest  on  the  $3,000,000  loan  for  its  benefit.  Any  ad- 
vantage that  the  state  might  obtain  from  such  a  stipula- 
tion was  considerably  diminished,  however,  by  the  further 
provision  that,  in  the  exchange,  $3200  worth  of  the  new 
sterling  stock  should  be  given  for  each  $3000  worth  of  the 
old  currency  stock,  the  state's  interest  as  a  shareholder  in 
the  respective  companies  not  being  correspondingly  in- 
creased. 

This  change  in  the  form  of  the  state  loan  was  of  no 
immediate  benefit.  The  foreign  as  well  as  the  home  market 
refused  Maryland  securities  except  at  prices  ruinous  to  the 
companies'  interests  and  to  the  state's  credit.  The  Balti- 
more and  Ohio  Railroad  Company,  instead  of  selling  its 
portion,  formed  an  arrangement  with  Baring  Brothers  and 
Company  of  London  by  which,  upon  security  of  state 
bonds,  that  firm  was  to  advance  such  sums  to  the  rail- 
road company  as  the  progress  of  the  road  required  and 
dispose  of  the  state  bonds  at  the  most  favorable  times.  By 
this  arrangement  and  by  the  resort  to  the  issue  of  "  stock- 
orders  " — i.  e.,  scrip  issued  upon  the  security  of  Baltimore 
City  Stock^** — the  railroad  company  was  able  to  tide  over 

*  Md.  Laws,  1838,  ch.  386. 

"In  1836  Baltimore  City  subscribed  $3,000,000  to  the  Baltimore 
and  Ohio  Railroad  Company;  but  inability  to  find  a  market  for 
municipal  stock  prevented  the  city  from  meeting  its  promised  instal- 


44 1  ]         Internal  Improvements  and  State  Debt.  91 

these  critical  years.  The  state  bonds  delivered  to  the  Chesa- 
peake and  Ohio  Canal  Company  were  treated  with  less 
respect.  Pressed  with  heavy  debts,  the  canal  company 
hypothecated  the  bonds  with  banks  and  brokers,  who  sold 
them  for  whatever  they  would  bring,  thus  sacrificing  the 
state's  credit  and  diminishing  the  resources  of  the  company. 
This  money  was  soon  spent ;  and  the  company  again  ac- 
knowledged its  estimate  of  the  cost  of  completing  the  canal 
to  have  been  wrong.  In  a  spirit  of  resigned  desperation, 
the  Legislature  of  1838  made  a  further  subscription  of 
$Ij375»ooo  to  the  stock  of  the  Chesapeake  and  Ohio  Canal 
Company.®^  As  before,  the  5  per  cent,  fifty-year  state  bonds 
authorized  for  this  amount  were  issued  directly  to  the  com- 
pany; and,  as  before,  the  bonds  were  sold  at  a  discount 
and  the  money  was  expended  without  final  result. 

In  this  lavish  appropriation  of  the  state's  credit  the  Balti- 
more and  Susquehanna  Railroad  Company  was  not  forgot- 
ten. That  company,  with  the  aid  of  previous  state  grants 
and  large  loans  from  Baltimore  City,  had  completed  its  road 
to  Yorkhaven,  but  it  was  then  discovered  that  to  make  the 
road  productive  it  would  have  to  be  extended  still  further, 
to  the  Susquehanna  River  itself.®^  In  1838  Baltimore  City 
agreed  to  loan  the  company  $250,000  more  on  condition  that 
the  state  would  duplicate  this  advance.  The  Legislature 
assented;  and  an  issue  of  $500,000  three  per  cent,  stock, 
redeemable  after  1890,  was  authorized.  Of  this  issue,  one 
fifth  was  retained  by  the  treasury  as  a  sinking  fund  and  the 

merits.  In  this  extremity  the  railroad  company  accepted  in  lieu 
of  cash  instalments  city  stock  at  par,  deposited  it  with  trustees,  and 
issued  printed  orders  in  denominations  from  $1  to  $100,  fundable 
into  this  deposited  stock  at  the  will  of  the  holder.  Bolstered  up  by 
the  agreement  of  the  city  to  receive  them  in  payment  of  municipal 
dues,  these  orders  passed  freely  into  circulation  until  overissue 
brought  depreciation.  In  1842  the  city  withdrew  the  former  privi- 
lege of  receiving  them  for  city  dues;  and,  by  funding  and  purchase, 
these  "  stock  orders  "  were  soon  retired.  See  Hollander,  Financial 
History  of  Baltimore,  p.  181,  for  a  more  detailed  account  of  these 
orders. 

"Md.  Laws,  1838,  ch.  396. 

"Governor's  Message,  January  2,  1839;  Report  of  Committee  on 
Internal  Improvements  upon  the  Baltimore  and  Susquehanna  Rail- 
road, 1838  (Pub.  Docs.). 
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remainder  sold  to  the  highest  bidders  for  the  benefit  of  the 
railroad  company.''^  This  use  of  discount  bonds  by  the 
state  proved  reasonably  successful — three  per  cent,  bonds 
netting  $63  on  the  $100.  But,  notwithstanding  this,  the 
method  was  not  repeated.  Still  the  road  was  not  com- 
pleted; and,  in  the  following  session,  a  further  loan®*  of 
$750,000  in  five  per  cent.  (1890)  bonds  was  authorized. 
The  bonds  being  difficult  to  market  at  the  interest  rate  fixed, 
the  rate  was  shortly  changed  to  six  per  cent.®^  To  assure 
the  passage  of  this  act  by  the  Legislature,  Baltimore  City 
agreed  to  surrender  in  favor  of  the  state  all  liens  it  had  upon 
the  railroad.  Thus,  the  state  was  left  with  a  mortgage  upon 
the  whole  property  and  a  preferred  claim  upon  all  profits. 

This  completed  the  series  of  state  loans  for  the  benefit  of 
the  Baltimore  and  Ohio  Railroad,  the  Chesapeake  and  Ohio 
Canal  and  the  Baltimore  and  Susquehanna  Railroad — the 
most  important  of  the  improvement  undertakings  in  Mary- 
land and  the  ones  in  which  the  public  finances  became  most 
deeply  involved.  But,  in  fulfilment  of  promises  to  other 
sections  of  the  state,  the  Legislature  made  several  lesser 
appropriations  to  other  enterprises.  The  largest  of  these 
appropriations  was  that  of  a  million  dollars  to  the  Tidewater 
Canal  Company.  By  the  first  internal  improvement  loan 
act,®®  a  half  million  dollar  subscription  was  promised  on  cer- 
tain conditions  to  any  company  that  might  be  formed  to  con- 
struct a  canal  from  Baltimore  to  Yorkhaven.  The  Susque- 
hanna and  Patapsco  Canal  Company  was  immediately  in- 
corporated to  carry  out  this  project.®^  As,  however,  the 
conditions  required  by  the  act  were  not  fulfilled,  the  state 
appropriation  was  not  made  and  the  whole  matter  lan- 
guished. The  construction  of  the  Baltimore  and  Susque- 
hanna Railroad  over  a  parallel  course  quenched  somewhat 

"  Md.  Laws,  1837,  ch.  302. 

JJIdem,  1838,  ch.  395. 

"Idem,  1839,  ch.  20.  Out  of  these  bonds,  the  treasurer  was 
to  retain  a  sum  sufficient  to  cover  arrearages  of  interest  up  to 
January,  1840,  due  by  the  company  to  the  state  on  former  loans. 

"Idem,  1825,  ch.   180. 

"Idem,  1825,  ch.  200. 
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the  former  ardor,  but  did  not  discourage  the  project  en- 
tirely. In  1836  the  Susquehanna  and  Patapsco  Canal 
Company  was  revived  under  the  name  of  the  Tidewater 
Canal  Company  f^  and  this,  in  conjunction  with  a  Pennsyl- 
vania company,  undertook  the  construction  of  a  canal  up 
the  Susquehanna  River,  to  connect  at  Columbia  with  the 
important  Pennsylvania  canal  system.  The  Baltimore  con- 
nection, however,  was  abandoned;  and  the  southern  ter- 
minus was  fixed  at  Havre  de  Grace.  By  1839  ^^^  work 
was  well  under  way,  and  the  Maryland  Legislature  granted 
a  loan  of  $1,000,000  in  five  per  cent.  (1865)  sterling  bonds 
to  the  two  companies.®*  The  rights  and  property  of  the 
old  Susquehanna  Canal  Company  of  Maryland  were  ac- 
quired by  the  new  promoters. 

The  other  improvement  appropriations  were  of  little  finan- 
cial importance,  and  were  all  in  fulfilment  of  the  $8,000,000 
act  of  1835,  which,  in  addition  to  the  principal  subscriptions 
to  the  Chesapeake  and  Ohio  Canal  and  the  Baltimore  and 
Ohio  Railroad,  had  contemplated  smaller,  but  still  consider- 
able, grants  to  other  improvement  enterprises — ^the  Mary- 
land Canal  (to  connect  Baltimore  with  the  Chesapeake  and 
Ohio  Canal),  the  Eastern  Shore  Railroad  and  the  Annapolis 
and  Potomac  Canal.  At  the  time  of  the  grants  none  of 
these  three  companies  had  at  most  more  than  a  paper  ex- 
istence. The  Maryland  Canal  Company  never  got  beyond 
this  stage.  The  Eastern  Shore  Railroad,  originally  planned 
as  a  sectional  sop,  and  for  which  there  was  no  effective 
demand,  met  with  but  little  greater  success.  Only  a  small 
fraction  of  the  state  subscription  of  one  million  dollars  was 
ever  called  for;  and,  finally,  in  1840,  provision  was  made 
for  winding  up  the  affairs  of  the  company  by  the  state's 
agreeing  to  buy  out  the  interests  of  the  other  stock-holders 
and  shoulder  the  whole  loss.*^^  The  project  of  a  canal  from 
Annapolis  to  the  Potomac  River^^  was  speedily  abandoned ; 

•"Md.  Laws,  1835,  ch.  340. 
~Idem,  1838,  ch.  416. 
"  Idem,  1839,  ch.  323. 
"  Idem,  1828,  ch.  189. 
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and  in  1837  there  was  substituted  a  plan  for  a  railroad 
from  Annapolis  to  Elkridge  to  connect  with  the  Washington 
Branch  of  the  Baltimore  and  Ohio  RailroadJ^  To  this 
undertaking  the  state  subscribed  $300,000;  and,  as  in  the 
other  subscriptions  under  the  act  of  1836,  the  railroad  com- 
pany was  required  to  give  the  state  a  preferred  claim  of 
six  per  cent,  upon  profits.  During  the  succeeding  three 
years  the  full  amount  of  this  subscription  was  paid  by  the 
state.^« 

In  1840  the  long  series  of  improvement  loans  came  to 
an  enforced  end.  The  Legislature,  although  weary  of  the 
task  it  had  undertaken,  would  have  continued  its  borrowing 
for  the  sake  of  the  Chesapeake  and  Ohio  Canal  at  least,  if 
borrowing  had  been  any  longer  possible."^*  But  the  credit 
of  Maryland  was  hopelessly  ruined.  Small  offerings  of  six 
per  cent,  state  bonds  were  being  sold  as  low  as  thirty-five 
per  cent,  discount ;  and  an  attempt  to  market  a  large  amount 
of   such   bonds   would   have    forced   the   price   indefinitely 


Amount  of 

State  Bonds 

Issued. 

Form  of  Investment. 

Common 
Stock. 

Bonds. 

Preferred 

Stock. 

Chesapeake  and  Ohio 

Canal 

$7,194,667 

$625,000 

$2,000,000 

M,37S,ooo 

Baltimore   and  Ohio 

Railroad 

3,697,000 

500,000 

3,000,000 

Baltimore  and  Wash- 

ington Branch 

500,000 

550,000^5 

Baltimore    and   Sus- 

quehanna Railroad 

2,232,045 

100,000 

1,879,000 

Tidewater  Canal 

1,000,000 

1,000,000 

Annapolis  and    Elk- 

ridge Railroad 

219,378 

299.378 

Eastern   Shore  Rail- 

road 

151-744 

86,862 

Chesapeake  and  Del- 

aware Canal 

50,000 

Totals 

;j5i4,994,834 

$1,825,000 

$4,879,152 

$7,761,240 

"Md.  Laws,  1836,  ch.  298. 
"  Idem,  1838,  Resolution  26 ;  1839,  ch.  12. 
"  Public  Document,  EE,  1839. 

"  The  conditions  exacted  by  the  state  for  this  subscription  were  so 
strict  that  this  was  practically  a  preferred  stock. 
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lower.^^  Within  ten  years  the  state  debt  had  been  in- 
creased from  almost  nothing  to  more  than  $i5,cxx>,ooo,  of 
which  all  but  $240,000  had  been  incurred  for  the  purpose 
of  internal  improvement.  The  table  on  the  preceding  page 
itemizes  the  debt  according  to  the  objects  for  which  in- 
curred, and  also  shows  the  form  and  amount  of  the  state's 
investment  in  each  of  the  improvement  companies  'aided. 

In  view  of  the  financial  ill-success,  temporary  at  least,  of 
the  several  state-aided  improvement  companies,  the  charac- 
ter of  the  state's  investments  became  a  matter  of  importance. 
The  early  investments  had  been  in  the  simple  form  of  stock 
subscriptions  with  no  other  security  than  that  of  the  ordi- 
nary shareholder.  As,  however,  the  policy  of  state  aid 
began  to  assume  greater  proportions,  with  an  attendant 
increase  in  the  public  debt,  the  Legislature  became  more 
sedulous  in  the  guarding  of  the  public  investments.  Thus, 
in  the  $3,000,000  loan  act  of  1834,  the  advances  made  to 
the  Chesapeake  and  Ohio  Canal  and  the  Baltimore  and  Sus- 
quehanna Railroad  companies  were  in  the  form  of  subscrip- 
tions to  the  bonds  of  those  corporations.  As  a  bondholder, 
however,  the  state  was  denied  a  voice  in  the  management; 
and,  in  certain  instances,  this  lack  more  than  counterbalanced 
the  additional  security  thereby  received.  This  was  espe- 
cially so  in  the  case  of  the  Chesapeake  and  Ohio  Canal. 
This  canal  was  rapidly  becoming  the  peculiar  concern  of 
Maryland ;  and  it  was,  therefore,  desirable  that  the  state 
should  have  a  controlling  influence  in  the  management  of 
an  undertaking  in  which  it  had  the  dominant  interest,  both 
financial  and  economic.^^  In  consequence  of  this  desire,  the 
$8,000,000  loan  act  of  1836  attempted  to  combine  the  man- 
agement and  security  features  by  providing  that  the  various 
subscriptions  then  authorized  should  be  regarded  as  "pre- 
ferred stock,"  upon  which  the  state  should  have  a  prior 
claim  to  a  six  per  cent,  dividend.     This  dividend  was  not  to 

"Public  Document,  V,  1844. 

"Reports  of  Ways  and  Means  Committee  in  reference  to  the 
Chesapeake  and  Ohio  Canal ;  Report  of  Ways  and  Means  Committee, 
1838  (Pub.  Docs.). 
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begin  until  three  years  after  the  date  of  subscription,  three 
years  being  the  time  estimated  as  necessary  for  the  comple- 
tion of  the  several  undertakings.  In  the  mean  time,  how- 
ever, the  two  largest  beneficiaries — the  Baltimore  and  Ohio 
Railroad  and  the  Chesapeake  and  Ohio  Canal  companies — 
were  required  to  pledge  their  properties  for  the  payment  of 
six  per  cent,  upon  the  amounts  now  subscribed  to  each.  By 
these  means  it  was  expected  that  the  state  would  be  relieved 
of  all  necessity  for  providing  for  the  interest  on  the  $8,000,- 
000  loan.  Thereafter,  all  investments  of  the  state  in  inter- 
nal improvement  companies  took  one  of  these  forms — pre- 
ferred stock  or  bond  subscriptions. 

The  care  thus  displayed  in  guarding  the  investment  of  the 
public  money  had  little  immediate  effect.  At  first,  most  of 
the  companies  did  make  an  effort  to  pay  interest  on  their 
bonds ;  and,  from  this  source  and  from  occasional  dividends, 
the  state  for  some  five  years  derived  a  considerable  revenue. 
But,  with  the  exception  of  the  Baltimore  and  Ohio  Railroad, 
none  of  the  companies  were  actually  earning  a  sufficient  net 
profit  for  this  purpose ;  and,  therefore,  the  payments  to  the 
state  could  not  continue.  Nevertheless,  it  was  useless  for 
the  state,  in  the  case  of  those  companies  in  which  it  was  a 
bondholder  with  the  legal  right  of  foreclosure — ^the  Chesa- 
peake and  Ohio,  the  Baltimore  and  Susquehanna  and  the 
Tidewater  companies — to  exercise  that  right,  when  it  had 
neither  the  money  nor  the  credit  with  which  to  conduct  such 
undertakings. 

The  Sinking  Fund. 
Minor  Loans. 

The  redemption  of  the  minor  bond  issues  was  provided 
for  with  greater  care  than  was  the  case  with  the  much 
larger  issues  for  internal  improvement  purposes.  In  the 
former  instance,  indeed,  the  chief  canon  of  a  sound  sinking 
fund  policy  was  consistently  observed,  i.  e.,  the  appropria- 
tion to  the  sinking  fund  of  a  specific,  recurrent  revenue.  In 
this  manner  the  tobacco  warehouse  loans  were  secured  by 
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the  revenues  from  tobacco  inspection  f^  the  monument  loan, 
by  a  proportion  of  the  lottery  receipts;'*  the  penitentiary 
loans,  by  the  future  profits  of  that  institution  f^  the  univer- 
sity loan,  by  the  pledge  of  an  annual  appropriation  of  $500 
from  the  treasury.  With  the  exception  of  the  loans  for  the 
penitentiary,  where  profits  were  uncertain,  these  provisions 
were  ample.  The  indemnity  stock,  issued  in  1836,  as  has 
been  noted,  was  almost  immediately  retired  by  the  use  for 
that  purpose  of  the  $20,000  harbor  appropriation  to  Balti- 
more City. 

The  Improvement  Loans. 

A  method  of  treatment  entirely  different  was  accorded 
the  improvement  loans.  In  these  cases  no  attempt  was 
made  to  assign  any  periodic  revenue  to  the  service  of  a  sink- 
ing fund.  The  Legislature  was  satisfied  to  provide,  in  one 
way  or  another,  the  nucleus  of  a  sinking  fund,  and  to  trust 
to  interest  accumulation  and  to  Providence  for  its  ultimate 
and  sufficient  enlargement.  Even  then  no  consistent  policy 
was  followed.  The  only  principle  of  treatment  at  all  com- 
mon to  the  several  loan  acts  was  the  almost  invariable  pro- 
vision that  premiums  from  the  sale  of  state  stock  should  be 
for  the  use  of  the  sinking  fund.  Therefore,  an  account  of 
the  sinking  fund  practice,  as  regards  the  improvement 
loans,  is  little  more  than  a  catalogue  of  unrelated  items. 

The  first  improvement  loan  act,  that  of  1827,  established 
a  sinking  fund  by  appropriating  for  that  purpose  the  divi- 
dends from  the  state's  holdings  of  turnpike  stock  and  also 
all  dividends  from  the  investments  now  ordered  to  be  made. 
By  a  supplementary  act  it  was  further  directed  that  a  sum 
equal  to  ten  per  cent,  of  the  loans  to  be  negotiated  should 
be  taken  from  the  unappropriated  money  in  the  treasury 
and  set  aside  for  the  sinking  fund.^^  All  these  provisions 
were  speedily  repealed,  and  the  money  accruing  thereunder 

"Md.  Laws,  1826,  ch.  252;  1828,  Resolution  57;  1834,  Resolution 
40;  183s,  ch.  350. 
"  Idem,  1829,  ch.  165. 

~Idem,  1821,  ch.  150;  1826,  ch.  229;  1834,  ch.  308;  1836,  ch.  300. 
"  Idem,  1827,  chs.  104  and  105. 
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was  used  for  current  expenses.*^  The  act  making  a  state  sub- 
scription to  the  Baltimore  and  Washington  Branch  assigned 
the  revenue  from  the  heavy  passenger  receipts  levied  upon 
the  road  to  the  purposes  of  a  sinking  fund.®^  Such  an 
appropriation  v^ould  have  been  more  than  sufficient;  but 
this  feature  of  the  law  does  not  appear  to  have  been  re- 
garded. The  $8,ooo,cxx)  loan  act  of  1836  directed  that  if 
the  premium  from  the  sale  of  the  state  stock  was  not  suffi- 
cient to  establish  a  sinking  fund  of  $500,000  the  difference 
should  be  supplied  from  the  bonus  taxes  upon  the  banks.®* 
This  act,  however,  underwent  so  many  revisions  and  muti- 
lations that  the  sinking  fund  feature  was  neglected. 

Another  method  was  adopted  in  the  $3,000,000  loan  of 
1834.  Here  it  was  enacted  that  the  companies  benefited 
by  the  loan  should  pay  all  their  net  profits  into  the  state 
treasury  until  a  sum  should  be  accumulated  sufficient  to 
amortize  the  loan  now  authorized.®^  As,  however,  one  of 
the  companies  concerned — the  Chesapeake  and  Ohio  Canal 
— never  earned  any  profits,  and  the  other — the  Baltimore 
and  Susquehanna  Railroad — earned  none  for  several  years, 
no  substantial  benefit  accrued  to  the  state  treasury.  Still 
another  and  more  successful  policy  was  followed  on  the 
occasion  of  the  three  per  cent,  loan  to  the  Baltimore  and 
Susquehanna  Railroad  Company  in  1837.  This  being  an 
intentional  use  of  discount  bonds,  from  which  no  premium 
could  be  expected,  it  was  ordered  that  one  fifth  of  the  bonds 
issued  should  be  retained  by  the  treasurer  as  a  sinking 
fund.«« 

In  addition  to  these  several  efforts  to  provide  sinking 
funds  without  directly  burdening  the  treasury,  appropria- 
tions, aggregating  $211,000,  were  made  to  a  general  sinking 
fund  out  of  the  money  received  from  the  redemption  of  the 
United  States  three  per  cent,  stock.®^     The  direction  to  the 


"Md.  Laws,  1828,  ch.  192. 
"Idem,  1832,  ch.  175. 
"  Idem,  1835,  ch.  395. 
Idem,  1834,  ch.  241. 
"Idem,  1837,  ch.  302. 
''Idem,  1834,  Resolution  51;   1834,  ch.  299. 
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treasurer  to  carry  to  the  credit  of  the  sinking  fund  any 
annual  surplus  over  $12,000  was  of  no  effect,  because  there 
were  no  surplusses.®® 

The  system  of  separate  sinking  funds  was  continued  up 
to  1834,  the  treasurer  maintaining  and  entering  each  as  a 
separate  account.  In  the  year  named,  however,  the  several 
accounts  were  ordered  to  be  consolidated.®®  The  treasurer 
was  the  sole  custodian  of  the  sinking  fund.  In  1826  a 
short-lived  board  of  public  works  was  created  as  a  manag- 
ing body  for  all  internal  improvement  matters,  and,  among 
other  duties,  was  given  charge  of  the  "  internal  improve- 
ment sinking  fund."®^  No  such  fund  was  then  in  existence ; 
nor  did  it  make  its  appearance  until  after  the  board  of  pub- 
lic works  had  been  abolished.  Money,  once  credited  to  the 
sinking  fund,  was  immediately  invested  by  the  treasurer 
without  other  limitation  upon  the  character  of  the  invest- 
ment than  that  it  should  be  in  "  some  safe  and  productive 
stock."  In  practice,  such  investments  were  confined  almost 
entirely  to  state  stock  of  various  descriptions. 

(Notwithstanding  the  random  manner  in  which  the  sink- 
ing fund  was  created,  a  considerable  fund  was,  neverthe- 
less, accumulated.  In  1841  it  amounted  to  $1,159,438.  Its 
weakness  was  that  there  was  no  provision  for  its  increase 
other  than  its  own  interest  accretion.  The  sinking  fund 
was  never  violated,®^  although,  in  the  period  of  greatest 
treasury  distress,  there  was  occasional  talk  of  diverting  its 
interest  increment  to  other  uses.®^  The  chief  safeguard  of 
the  fund  itself  was  that  it  was  largely  composed  of  state 
stock,  which  was  practically  unsalable  at  the  time,  even 
if  there  had  been  a  desire  to  dispose  of  it. 

Interest  on  the  Debt.    Growing  Treasury  Distress. 

Although  the  series  of  loan  acts  began  as  early  as  1827, 
it  was   not  until    1835   that  the   resulting  interest  charge 

"'Md.  Laws,  1833,  Resolution  38. 

*  Idem. 

"Idem,  1825,  ch.  166. 

"Idem,  1838,  ch.  390. 

"  Public  Document,  S,  1843. 
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became  a  matter  of  importance,  and  not  until  1837  that  the 
presence  of  this  item  in  the  budget  began  to  occasion  alarm. 
This  was  due  primarily  to  the  fact  that,  as  already  ex- 
plained, the  improvement  companies  in  which  the  state  had 
invested  did,  for  a  time,  make  considerable  returns  to  the 
state  in  the  form  of  dividends  on  stock  or  interest  on  bonds ; 
and,  during  that  time,  the  receipts  from  this  source  greatly 
reduced  the  burden  of  the  interest  charge.  This  is  shown  in 
the  appended  table,  which  gives  by  years  the  total  interest 
due  on  the  state  debt,  the  receipts  into  the  state  treasury 
from  improvement  companies  for  dividends  and  interest,  the 
receipts  from  the  tax  on  the  Washington  Branch,  and  finally, 
the  difference  between  the  sum  of  the  second  and  third  items 
and  the  first  item,  which  constitutes  the  net  excess  of  annual 
interest  on  improvement  loans  above  the  receipts  from  im- 
provement investments. 


Interest  on  Im- 

Receipts from 

Tax  on  Wash- 

Excess of 

provement 
Loans. ^ 

Improvement 

Cos.  for  Dividends 

and  Interest. 

ington  Branch 
Railroad. 

Interest  Over 
Receipts. 

1833 

$27,654 

|6,io8 

$21,546 

1834 

46,537 

8,786 

37,751 

1835 

91,784 

27,343 

64,441 

1836 

108,737 

108,118 

J^3i,034 

41,585 

1837 

256,387 

182,925 

33.248 

40,214 

1838 

266,597 

179,641 

38,537 

48,419 

1839 

278,445 

143,460 

37,369 

97,616 

1840 

573,291 

48,030 

40,296 

484,965 

The  figures  in  the  last  column  show  the  relative  unimpor- 
tance of  the  interest  burden  up  to  1839.  Such  as  it  was, 
it  was  not  altogether  unexpected.  The  prevalent  optimism 
had  greatly  underestimated  the  time  necessary  for  the  con- 
struction of  canals  and  railroads ;  but,  nevertheless,  it  was 
realized  that  some  time  would  be  necessary  before  such 
works  could  become  productive,  and  that,  in  the  interval, 
the  state  would  have  to  bear  at  least  a  portion  of  the  interest 
upon  its  loans.®*     Excluding  this  one  item,  the  finances  ap- 

•*The  interest  on  other  than  improvement  loans  did  not  exceed 
$15,000  per  year,  nearly  all  of  which  had  been  provided  for  by  special 
funds. 

"*  Public  Document,  O,  1839. 
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peared  to  be  in  excellent  condition.  The  revenue  system, 
as  revised  at  the  close  of  the  war  of  1812,  provided  amply 
for  the  ordinary  expenditures;  and  it  was  calculated  that, 
as  this  new  demand  upon  the  treasury  was  to  be  temporary 
only,  it  could  be  met  by  temporary  expedients.  The  state 
held  a  considerable  amount  of  marketable  investments — 
United  States  and  bank  stock — which,  if  necessary,  could 
be  used  for  this  purpose.  Moreover,  there  was  always  the 
possibility  of  extraordinary  revenue  being  received,  such, 
for  instance,  as  would  come  from  the  scheme  urged  by  the 
Maryland  Legislature  for  the  sale  of  the  United  States  pub- 
lic lands  and  the  distribution  of  the  proceeds  among  the 
several  states.®^ 

This  policy  of  depending  upon  casual  revenues  worked 
successfully  for  a  time.  It  1832-3  the  redemption  of  the 
United  States  3  per  cent,  stock  held  by  the  state  put  the 
treasury  into  possession  of  $335,104 — a  sum  sufficient  to 
cover  for  the  next  few  years  the  deficiency  due  to  interest 
payments.^^  Between  1835  and  1837  this  deficiency  was 
met  by  the  taxes  laid  upon  the  banks  and  by  the  novel  plan 
of  selling  the  reserved  privileges  of  the  state  to  subscribe 
at  par  for  a  specified  number  of  shares  in  certain  of  the 
local  banks.  As  the  stocks  of  many  of  these  banks,  especi- 
ally those  of  Baltimore  City,  were  at  a  considerable  premium, 
the  privilege  to  subscribe  at  par  was  a  valuable  one,  which 
the  banks  themselves  were  usually  willing  to  purchase.®^ 
To  some  extent  this  privilege  had  already  been  accepted 
by  the  state  as  a  means  of  investing  the  treasury  surplus. 
But  the  number  of  "  reserved  shares,"  as  they  were  called, 
had  accumulated  much  faster  than  was  needed  by  the  state 
as  a  means  of  investment,  and,  by  1835,  this  unsubscribed 
reservation  was  in  excess  of  a  million  dollars.     Altogether, 

"Vide  Md.  Laws,  1832,  Resolution  28;  1835,  Resolution  94;  1841 
(March),  Resolution  2. 

*"  Idem,  1833,  Resolution  69 ;  1834,  Resolution  39. 

"  Idem,  1836,  ch.  154.  An  attempt  to  raise  money  by  this  method 
of  selling  "  reserved  shares "  had  been  made  as  early  as  1818,  but 
without  success;  Md.  Laws,  1817,  Resohition  51;  1818,  Resolution 
27;  and  was  suggested  as  early  as  1800.  Proceedings  of  House  of 
Delegates,  1800,  p.  37. 
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the  sum  of  $50,000  was  derived  from  the  sale  of  such  "  re- 
served shares."  Of  similar  character  was  the  sale  to  the 
Merchants'  Bank*^^  of  the  charter  right  of  the  state  to  appoint 
a  director  in  that  institution.  By  these  several  expedients 
the  treasury  was  so  relieved  that  when,  in  1837,  the  state 
received  nearly  a  million  dollars  as  its  quota  of  the  United 
States  surplus  revenue  distribution,  it  was  considered  feasible 
to  donate  the  larger  portion  of  this  sum  to  the  public 
schools.®^ 

Up  to  1838  there  was  no  serious  questioning  as  to  the 
ultimate  success  of  the  various  improvement  undertakings 
in  which  the  state  had  invested  so  heavily.  Occasional 
doubts  could  not  but  obtrude;  but  these  were  too  unpal- 
atable to  be  long  harbored.  This  attitude  of  mind  is  well 
illustrated  by  a  paragraph  from  a  report  of  the  ways  and 
means  committee  of  the  House  of  Delegates  in  1837:  "In 
anticipation  of  the  future  productiveness  of  our  great  works 
of  improvement,  it  has  been  the  policy  of  the  state  to  rely 
on  casual  revenues  to  supply  our  annual  deficiencies.  As 
the  day  is  almost  at  hand  when  these  anticipations  are  to 
be  realized  or  disappointed "  we  "  deem  it  inexpedient  to 
change  that  policy  by  a  resort  to  a  system  of  permanent 
taxation  which  might  create  an  overflowing  treasury." 
Again,  the  same  committee  says  in  1839  •  "  I^>  ^or  the  pres- 
ent, it  [direct  taxation]  can  be  postponed  it  is  the  duty  of 
the  Legislature  to  do  so."^^*'  The  policy  thus  expressed  was 
steadily  adhered  to  by  the  Legislature.  Little  or  no  con- 
sideration was  given  to  proposals  looking  toward  the  per- 
manent enlargement  of  the  revenues.  The  tax  on  the  Balti- 
more and  Washington  Branch  of  the  Baltimore  and  Ohio 
Railroad  was  important  but  isolated.  Of  the  other  two 
taxes  imposed  between  183 1  and  1841 — the  bank  bonus  tax 
and  the  tax  on  foreign  insurance  companies — the  first  was 
not  a  permanent  measure  and  the  second  was  of  little  impor- 
tance as  a  revenue  producer. 

"Md.  Laws,  1833,  ch.  115. 

"Idem,  1836,  ch.  220. 

*"  Public  Document  C.  C,  1839. 
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But  this  failure  to  provide  against  the  possibility  of  an 
unsuccessful  outcome  of  the  state  aid  policy  is  not  wholly 
attributable  to  a  mere  senseless  optimism.  It  was  due  in 
great  degree  to  popular  absorption  in  political  matters 
to  the  neglect  of  the  public  finances.  The  political  quiet 
following  upon  the  demise  of  the  Federalist  party  in  the 
early  twenties  had  not  been  of  long  duration.  Almost 
immediately  there  began  an  active  agitation  for  constitu- 
tional reform — for  a  change  in  the  state's  constitution, 
which  as  it  stood  permitted  the  smaller  counties  to  dominate 
the  larger  counties  and  Baltimore  City.  The  party  of  re- 
form grew  in  strength;  and  finally,  in  1837,  an  amendment 
to  the  constitution  was  adopted. ^^^  Under  this  the  delegates 
to  the  lower  house  were  apportioned  among  counties  accord- 
ing to  a  graduated  scheme  of  population,  which,  while  more 
equitable  than  the  old  system,  limited  the  representation  of 
the  largest  county  to  five  members.  The  electoral  college 
for  the  choosing  of  senators  was  abolished  and  each  county, 
as  also  Baltimore  City,  was  assigned  one  senator.  The 
executive  council  of  five  members  was  also  abolished;  and, 
in  its  place,  there  was  substituted  a  secretary  of  state. 
These  important  changes,  however,  were  secured  only  after 
a  long  and  bitter  struggle,  culminating  in  1836  in  a  dispute 
that  almost  precipitated  armed  insurrection.  The  effect 
of  this  political  controversy  was  to  lessen  interest  in  im- 
provement legislation.  The  Legislature  was  not  able  to 
devote  a  commensurate  portion  of  its  time  and  attention 
to  the  important  loans  which  it  was  sanctioning  and  to  the 
general  problems  of  the  treasury. 

The  critical  years  began  in  1840.  The  interest  charged 
jumped  from  $291,888  to  $585,819;  and  at  the  same  time 
the  receipts  for  interest  and  dividends  from  the  various 
improvement  companies  dropped  off  with  equal  suddenness. 
There  were  only  two  funds  remaining  which  could  be  used 
to  meet  this  demand — the  bank  stock  and  the  large  portion 
of  the  United  States  surplus  revenue  deposited  in  the  banks. 
The  interest  of  this  latter  money  had  been  pledged  to  the 

"*  Md.  Laws,  1836,  ch.  197 ;  confirmed  1837,  ch.  84. 
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public  schools,  but  no  specific  pledge  had  been  given  as  to 
the  form  in  which  the  principal  sum  should  be  maintained. 
The  first  attack  upon  this  tempting  fund  was  the  with- 
drawal therefrom  of  $120,000  and  the  substitution  of  a  5 
per  cent,  state  bond  of  equal  value.^^^  This  would  insure 
an  equivalent  interest  to  the  school  fund,  provided  the  state 
should  continue  to  pay  interest.  Immediately  after  this, 
however,  the  whole  residue  of  the  deposits  was  used  for  the 
payment  of  interest  on  the  public  debt;  and  as  a  compensa- 
tion it  was  ordered  that  the  receipts  from  the  tax  on  the 
Baltimore  and  Washington  Branch  Railroad  should  there- 
after be  paid  to  the  school  fund.^"^  The  treasurer  was  also 
ordered  to  sell  the  state's  holdings  of  bank  stock;  but, 
owing  to  the  depressed  condition  of  the  market,  this  was  not 
done.  Finally,  the  endeavor  was  made  to  provide  for  the 
interest  falling  due  in  1841  by  the  authorization  of  a  tem- 
porary loan  of  $500,000  from  the  banks.^*^*  Of  this  amount, 
however,  barely  $400,000  could  be  obtained.  Thus,  by 
1 84 1,  all  the  available  treasury  funds  had  been  exhausted, 
and  it  was  no  longer  possible  to  borrow  even  on  temporary 
loan.  Every  expedient  had  been  resorted  to  short  of  taxa- 
tion, and  this  or  repudiation  was  the  alternative  now  pre- 
sented. 

'"  Md.  Laws,  1838,  Resolution  77. 

'"Idem,  1839,  ch.  33. 

****Idem,  1841  (March),  Resolution  3. 


CHAPTER  V. 

The  Suspension  of  Interest  Payments    (1841-1848). 

The  treasurer  was  unable  to  meet  the  quarterly  interest 
payment  falling  due  on  January  i,  1842.  Then  succeeded 
a  period  of  six  years  in  which  the  state  continuously  failed 
to  meet  promptly  and  fully  the  interest  on  its  debt.  The 
Legislature  waited  until  the  eve  of  the  treasury's  exhaus- 
tion before  providing  any  measures  in  relief.  The  session 
of  1840  discussed  at  some  length  a  bill  for  the  taxing  of 
real  property;  but  the  members  were  unwilling  to  commit 
themselves.^  Immediately  upon  adjournment,  however,  an 
extra  session  was  called  for  special  deliberation  upon  the 
matter  of  a  property  tax.  An  act  was  finally  passed,  1841, 
"  for  the  general  valuation  and  assessment  of  property  in 
this  state,  and  to  provide  a  tax  to  pay  the  debts  of  the 
state."  The  rate  of  the  tax  was  20  cents  per  $100  of 
property.  The  bill  passed  the  House  of  Delegates  by  a 
vote  of  53  to  22?  The  opposition  was  not  sectional,  and 
much  of  the  objection  was  to  the  details  rather  than  to  the 
principle  of  the  bill.  The  property  tax,  however,  proved 
insufficient  to  the  needs  of  the  treasury.  Other  taxes  were 
necessary,  and  during  the  next  half-dozen  years  the  tax 
system  of  the  state  was  entirely  reconstructed. 

Further  Extension  of  Taxation. 

The  General  Property  Tax. 

The  act  of  1841^  provided  for  the  assessment  of  all  real 
and  personal  property  within  the  state,  and  then  enumerated 
certain  kinds  of  property  which  should  be  considered  as 

*  Proceedings  of  House  of  Delegates,  1840,  pp.  29&-39& 
'Idem,  1841  (March),  pp.  43-44. 
"Md.  Laws,  1841  (March),  ch.  iZ- 
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coming  within  this  provision.  The  most  interesting  feature 
of  this  enumeration  was  the  specific  inclusion  therein  of 
(i)  debts  secured  by  judgments,  decree,  mortgage,  bond, 
bill  of  exchange  or  promissory  note  from  solvent  debtors; 
(2)  public  loans  of  all  descriptions,  except  those  created 
by  the  United  States  Government;  and  (3)  shares  of  stock 
in  banks  or  other  stock  companies,  whether  incorporated  by 
Maryland  or  by  some  other  state. 

Further  description  of  the  taxable  forms  of  property  can 
be  best  suggested  by  a  statement  of  the  forms  that  were 
exempt.  These  were:  property  belonging  to  the  United 
States,  the  state  of  Maryland,  or  any  county  or  city  within  the 
state;  the  property  of  charitable  and  literary  institutions, 
churches,*  county  schools,  cemeteries;  produce  of  land  in 
hands  of  producer;  provisions  for  consumption  of  owner; 
plantation  utensils;  working  tools  of  mechanics  and  hand 
manufacturers,  and  the  produce  thereof  while  in  the  pos- 
session of  the  producer;  wearing  apparel;  fish  unsold  in 
possession  of  fishermen;  household  manufactures;  bonds, 
mortgages  and  other  securities  belonging  to  any  bank  or 
other  incorporated  institution,  the  capital  stock  of  which 
was  made  taxable  by  this  act;  goods  belonging  to  non-resi- 
dents in  the  hands  of  agents  in  this  state;  and,  finally, 
the  property  of  all  persons  who  might  be  assessed  for  less 
than  $200.^  No  deduction  was  made  for  debts  and  no  pro- 
vision made  for  the  exemption  of  book  accounts. 

For  convenience  of  assessment,  Baltimore  City  was  di- 
vided into  six  districts  and  the  larger  counties  were  similarly 
subdivided;  but  the  majority  of  the  counties  were  treated 
as  single  districts.  Three  assessors  were  appointed  by  name 
in  the  act  for  each  district;  but  vacancies  were  to  be  filled 
by  the  levy  court  or  commissioners  in  the  counties,  and 
by  the  mayor  and  council  in  the  City  of  Baltimore.  The 
assessors  of  each  district,  acting  conjointly,  were  to  ascer- 
tain, list  and  value  all  the  taxable  property  within  their 

*This  was  changed  by  Act,  1846,  ch.   175,  so  as  to  exempt  only 
forty  acres  of  land  and  the  personal  property  used  by  such  institutions. 
'By  Act  of  1841  (December'),  ch.  116,  reduced  to  $50. 
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jurisdiction,  and  to  make  a  detailed  return  thereof  accord- 
ing to  fonns  and  directions  supplied  by  the  state  treasurer. 
To  aid  in  the  discovery  of  property  and  of  its  ownership, 
the  registers  of  the  land  offices  and  the  clerks  of  the  courts, 
respectively,  were  to  furnish  lists  of  land  certificates  ready 
for  patent  and  of  all  recorded  property  alienations.  Fur- 
thermore, the  assessors  were  given  power  to  compel  owners 
to  disclose  their  property  under  oath. 

All  property  was  to  be  assessed  at  its  full  cash  value. 
In  the  case  of  real  property  and  of  slaves  this  valuation 
was  to  be  made  only  by  the  assessors;  but,  in  the  case  of 
other  personal  property,  when  the  owner  returned  an  ac- 
count of  his  personalty,  the  owner's  appraisement  was  to 
be  accepted.  No  attempt,  however,  was  made  to  fix  by  law 
a  uniform  assessment  value  for  slaves,®  silver  plate,  etc., 
as  had  been  the  practice  in  the  earlier  assessment  laws.  But 
a  somewhat  analogous  system  was  introduced  by  a  supple- 
mentary act  of  the  next  session,  by  which  silver  plate  worth 
over  $50  and  watches  were  subjected  to  a  special  and  higher 
rate  of  taxation  than  that  imposed  upon  other  property: 
2j  per  cent,  in  the  case  of  plate,  and  specific  rates  for 
watches  ranging  from  $1  to  12 J  cents  according  to  the 
character  thereof.^  With  this  exception,  no  attempt  was 
made  towards  equalization,  either  between  sections  or 
between  individuals,  a  feature  so  prominent  in  the  earlier 
assessment  system.  Corporation  stock  was  valued  by  the 
assessors  simply  at  what  they  considered  its  cash  value  to  be. 

Appeal  from  the  assessors'  valuation  lay  to  the  Levy 
Court  or  Commissioners  of  the  County,  who  could  increase 
or  abate  the  assessment  and  add  or  exclude  property,  and 
could  do  this  even  without  an  appeal.  To  exercise  this 
authority  in  Baltimore,  a  special  board  of  three  members, 
known  as  the  appeal  tax  court,  was  created.  The  members 
of  this  court  were  local  officers,  appointed  by  the  Mayor  and 
Council  of  the  city.  Further  appeal  could  be  taken  to  the 
State  Court  of  Appeals;  and  provision  was  made  for  expe- 

•  Committee  on  Assessment  of  Slaves,  1841  (Pub.  Docs.). 
*Md.  Laws,  1841  (December),  ch.  297. 
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diting  such  cases.  The  decision  of  the  higher  court  upon 
this  class  of  appeals,  however,  was  to  concern  only  questions 
of  the  law  and  not  questions  of  fact,  not,  for  instance,  the 
amount  of  an  assessment. 

The  present  law  did  not  contemplate  periodic  revalua- 
tion. The  assessment,  as  now  made,  was  to  remain  the 
basis  for  future  levies,  with  such  additions  of  unlisted  prop- 
erty as  the  collectors  of  the  counties  should  be  able  to 
discover.®  Deductions  for  loss  or  destruction  were  to  be 
made,  on  request,  by  the  county  commissioners,  levy  court, 
or  appeal  tax  court  of  Baltimore  City,  as  the  case  might  be. 

The  Taxing  of  Stock  and  Bonds. 

The  collection  of  the  property  tax  in  most  of  its  phases 
developed  so  many  difficulties,  because  of  the  existing 
social  and  political  conditions,  that  its  treatment  is  post- 
poned to  a  special  section.  The  methods  adopted  for  the 
taxing  of  stock,  however,  obviated  these  difficulties,  and 
require  separate  notice. 

The  modern  system  of  taxing  stock  to  the  issuing  cor- 
poration was  developed  in  all  its  details  in  a  series  of  laws 
passed  between  1841  and  1848.  The  beginning  of  the  sys- 
tem was  made  quite  naturally  with  the  portion  of  the  stock 
of  local  corporations  owned  by  non-residents,  in  which 
cases  assessment  would  be  very  difficult  and  collection 
almost  impossible,  if  the  attempt  was  made  to  deal  with 
the  individual  stock-holder.  The  act  of  March,  1841,* 
therefore,  directed  each  corporation  in  the  state  to  return 
to  the  local  assessor  a  list  of  its  non-resident  stock-holders, 
with  the  respective  amounts  of  their  holdings.  The  as- 
sessor was  then  to  value  such  stock  at  its  full  value ; 
and  the  tax  thereon  was  to  be  collected  directly  from  the 
corporation  in  question,  unless  paid  previously  by  the  stock- 
holder. To  insure  correct  returns,  the  assessor  was  given 
free  access  to  the  stock  books  of  a  company,  whenever  he 
should   make   the   demand.     At   the   next   session   of   the 


•Md.  Laws,  184s  (December),  ch.  116. 
•Idem,  1841   (March),  ch.  23. 
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Legislature^*^  the  above  provisions  were  extended  to  the 
stock  held  by  residents  as  well  as  by  non-residents. 

Thus  far,  however,  the  tax  was  still  assessed  to  the 
individual  stock-holder,  and  was  paid  by  the  corporation  only 
when  a  dividend  was  declared,  or,  as  provided  a  little  later, 
when  profits  were  earned.^^  The  act  of  1848  endeavored 
to  correct  former  weaknesses  and  render  the  system  com- 
plete."* It  was  directed  that  the  local  tax  officials  should 
value  the  stock  of  each  corporation  within  their  district, 
after  having  given  opportunity  for  the  proper  officer  of 
the  corporation  to  submit  evidence  of  the  true  value  of  the 
stock ;  that  the  assessed  value  of  the  real  and  personal  prop- 
erty of  said  corporation  should  then  be  deducted  from  the 
total  stock  valuation,  and  the  residue  be  thereafter  used  as 
the  basis  upon  which  state  and  local  taxes  should  be  levied. 
The  state  tax  was  to  be  paid  by  the  corporation  to  the  state 
treasurer,  whether  or  not  dividends  were  declared  or  profits 
earned,  and  without  regard  to  the  place  of  the  stock-holders' 
residence.  The  local  taxes,  however,  had  to  be  collected,  as 
formerly,  from  the  stock-holder;  but  the  companies  were 
required  to  furnish  lists  of  such  persons  to  aid  in  the  col- 
lection of  the  local  taxes,  and  were  permitted  to  assume  the 
payment  thereof  by  agreement  with  the  county  or  city 
officials. 

The  bond  issues  of  Baltimore  City,^^  and,  at  first,  even 
those  of  the  state,^^  were  treated  quite  the  same  as  the 
stock  of  private  corporations,  the  register  of  the  city, 
and  the  state  commissioner  of  loans,  respectively,  being 
required  to  withhold  the  amount  of  the  tax  from  the  semi- 
annual payments  of  interest.  Such  stock  was  presumably 
assessed  at  its  par  value.  Later,  however,  special  provis- 
ion was  made  for  the  valuation  of  state  stocks,  those  bear- 
ing 6  per  cent,  interest  being  assessed  at  par,  those  bearing 

"Md.  Laws,  1841    (December),  ch.  281. 

"Idem,  1843,  ch.  289. 

"'  Idem,  1847,  ch.  266. 

"Idem,  1841    (December),  ch.  281;  1844,  ch.  234 

"Idem,   1841    (December),  ch.  281. 
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5  per  cent,  sterling  at  90  and  so  on  ;^*  and  the  commissioner 
of  loans,  who  disbursed  the  interest,  was  permitted  to  draw 
on  the  treasurer  only  for  the  amount  of  such  interest  less 
the  amount  of  the  tax. 

Up  to  1847  bonds  or  other  evidences  of  debt  issued  by 
private  corporations  were  assessed  to,  and  the  tax  col- 
lected from,  the  holder  thereof.  But,  in  that  year,  the  tax 
on  interest-bearing  bonds,  as  previously  with  the  tax  on 
stock,  was  ordered  to  be  paid  directly  to  the  treasurer;^* 
and,  as  also  previously  provided  for  the  issues  of  stock, 
the  corporation  was  required  to  render  a  list  of  the  hold- 
ers of  its  bonded  debt  to  the  local  authorities,  in  order  to 
assist  them  in  the  collection  of  the  local  taxes. 

Income  Taxes. 

A  tax  upon  incomes  other  than  those  derived  from  the 
ownership  of  property  naturally  suggested  itself  as  a  neces- 
sary complement  to  a  general  property  tax.  The  only 
Maryland  precedent  for  such  a  tax  was  the  short-lived  and 
unsuccessful  levy  of  an  income  tax  during  the  Revolution. 
The  law  as  now  passed  was  comprehensive,  but  not  very 
fburdensome.^^  In  it  provision  was  made  for  a  tax  of  2 J 
per  cent,  upon  all  salaries  and  emoluments,  whether  of  pri- 
vate or  public  office,  and  upon  all  incomes  arising  from  a 
profession  or  other  employment.  Exemption  was  made  of 
the  salaries  of  judges  and  clergymen,  and  of  all  incomes 
of  less  than  $500  annual  value.^^ 

As  far  as  possible,  the  tax  on  income  was  to  be  collected 
at  the  source  whence  the  income  had  its  rise.  In  the  case 
of  public  salaries  this  could  be  easily  done  by  the  direc- 
tion that  the  treasurer  should  retain  the  amount  of  the  tax 
out  of  each  salary  paid  by  him  and  give  a  receipt  therefor, 
which   the   regular   collector   would   accept   in   settlement. 

"Md.  Laws,  1844,  ch.  172,  applies  to  non-resident  stock-holders, 
and  1845,  ch.  170,  to  resident  holders. 
"  Idem,  1847,  ch.  266. 
"Idem,   1841    (December),  ch.  325. 
"Reduced  by  Act  1843,  ch.  307,  to  $300. 
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Corporations,  firms,  and  individuals  with  salaried  employees 
were  similarly  required  to  withhold  the  amount  of  the  tax 
and  pay  it  directly  to  the  state  treasury.  In  those  forms 
of  income  where  this  procedure  was  not  possible  the  sworn 
statement  of  a  person  as  to  the  amount  of  his  income  was 
to  be  accepted  by  the  assessor  as  final.  The  provision  for 
assessment,  when  no  personal  statement  was  returned,  as 
well  as  the  provisions  for  levy,  collection  and  appeal,  were 
similar  to  those  made  in  the  act  for  the  taxing  of  real  and 
personal  property,  and  led  to  similar  difficulties  in  operation. 

By  later  acts  particular  forms  of  income  were  subjected 
to  special  treatment,  either  because  they  had  not  been  in- 
cluded in  the  general  income  law  of  1842,  or  because  it  was 
desired  to  increase  the  rate  of  the  tax  with  regard  to  them. 
Four  classes  of  incomes  were  thus  selected. 

Ground-Rents. — Instead  of  the  usual  rate  of  2J  per  cent., 
ground-rents  were  directed  to  be  taxed  at  a  rate  equivalent 
to  what  would  be  the  property  tax  on  the  principal  of  which 
the  rent  was  the  annuity.^®  Under  this  rule,  each  $100  of 
principal  would  be  taxed  25c.,  which,  figured  on  the  basis 
of  the  annual  rent,  would  be  at  the  rate  of  4J  on  a  6  per 
cent,  ground-rent,  3^  per  cent,  on  an  8  per  cent,  ground- 
rent,  etc.  This  method  of  rating,  however,  was  speedily 
displaced;  and,  thereafter,  ground-rent  was  taxed  as  other 
income,  but  without  the  exemption  privileges  allowed  other 
incomes  of  less  than  $300.^^  Later,  the  law  taxing  ground- 
rents  was  declared  unconstitutional  by  the  court  of  appeals ; 
and  the  taxes  paid  thereunder  were  refunded.^** 

Collateral  Inheritance.— By  an  act  of  1845  the  income  of 
property  passing  to  collateral  heirs  was  treated  in  a  manner 
similar  to  that  provided  for  the  more  usual  forms  of  income 
by  the  act  of  1842.  All  estates  passing  by  inheritance  to 
other  than  parents,  wife,  husband  or  lineal  descendants, 
whether  by  will  or  under  the  intestate  laws  or  by  transfer 
to  take  effect  in  possession  after  the  death  of  the  grantor, 


"Md.  Laws,  1841  (December),  ch.  329. 
"Idem,  1842,  ch.  294.    Repealed  1844,  ch.  251. 


*•  Idem,  1847,  Resolution  27 
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were  made  subject  to  the  2 J  per  cent.  tax.  Estates  of  less 
than  $500  were  exempt.  Every  executor  and  administrator 
was  required  to  pay  the  above  tax  to  the  register  of  wills 
of  his  county  within  thirteen  months  of  the  taking  out  of 
letters.  Property  might  be  sold  for  the  purpose,  if  neces- 
sary, and  the  tax  was  a  lien  upon  all  real  estate  subject 
thereto. '^^ 

Tax  on  Officers'  Fees. — The  income  tax  bore  unequally 
upon  the  incomes  of  public  officials.  Those  who  were  paid 
fixed  salaries  suffered,  while  those  whose  remuneration  was 
in  the  form  of  fees  escaped  entirely.  A  simple  percentage 
tax  upon  the  amount  of  fees  received  in  an  office  was  un- 
workable, as  had  been  demonstrated  in  the  attempt  made 
to  levy  such  a  tax  in  1824.  A  law  was  now  passed^^  which 
endeavored  to  avoid  this  difficulty  by  imposing  specific  taxes 
upon  the  more  important  of  the  fee  offices.  The  officials 
selected  for  the  tax  were  the  clerks  of  the  court  of  appeals, 
the  clerks  of  the  several  county  courts  and  Baltimore  City 
Court,  the  register  in  chancery,  and  the  registers  of  wills  in 
the  various  counties ;  and  the  amount  of  the  tax  was  roughly 
apportioned  to  the  supposed  lucrativeness  of  each  office. 
The  lowest  payment  required  was  $10 — from  the  clerk  of 
the  court  of  appeals  of  the  Eastern  Shore — and  the  highest 
was  $1500^^ — from  the  clerks  of  the  Baltimore  County  Court. 
The  size  of  this  latter  payment  indicates  how  productive 
many  of  these  fee  offices  were. 

Tax  on  the  Commissioners  of  Executors,  etc, — In  every 
case  of  the  granting  of  letters  of  administration,  after  June 
I,  1845,  the  commission  allowed  by  the  orphans'  court  to 
the  administrator  or  executor  was  made  subject  to  a  tax 
of  10  per  cent,  upon  the  commissions  so  allowed.^*  The 
court  was  to  determine  the  amount  of  the  commission  within 
twelve  months  of  the  granting  of  the  letters;  and  the  tax 
was  to  be  then  fixed  and  paid  within  sixty  days  of  the  return 


"Md.  Laws,  1844,  ch.  237;  1847,  ch.  222. 
""Idem,  1844,  ch.  302. 
''Idem,  1846,  ch.  253. 
"  Idem,  ch.  184. 
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of  the  inventory.2«  When  a  legacy  was  left  to  an  adminis- 
trator or  executor,  by  way  of  compensation  and  in  lieu  of 
his  demanding  a  commission,  such  legacy  was  to  be  re- 
garded as  a  commission  and  be  taxed  accordingly.^® 

A  precisely  similar  tax  of  10  per  cent,  was  levied  upon 
the  commissions  allowed  to  trustees  and  receivers.  Every 
trustee  and  receiver  was  required  to  render  an  account  of 
his  trust  estate  within  six  months  of  the  filing  of  his  bond ; 
thereupon  the  commission  was  to  be  determined  and  the  tax 
paid  within  thirty  days.  The  receipt  given  for  this  payment 
was  to  be  accepted  by  the  collector  of  the  income  tax  as  a 
credit  for  so  much  of  the  regular  income  tax  bill,  rendered 
by  him  to  such  receiver  or  trustee.^^ 

License  Taxes. 

The  field  of  the  license  tax  was  already  so  fully  occupied 
that  there  was  little  room  for  a  further  extension  of  this 
principle.  Little  alteration  was  made  in  the  form  of  the 
existing  license  laws,  the  only  important  change  being  the 
exaction  of  a  special  license  tax  of  $50  from  those  selling 
merchandise  in  Baltimore  City,  who  were  not  resident  citi- 
zens of  the  state,  nor  established  in  business  therein.** 
Three  new  forms  of  licenses,  however,  were  introduced, 
although  none  of  them  were  of  much  fiscal  importance. 

Brokers. — By  the  act  of  1842  stock-brokers  were  required 
to  obtain  from  the  clerk  of  the  county  court  annual  licenses 
costing  $1000 ;  and  exchange-  and  bill-brokers  were  charged 
at  an  even  higher  rate,  $3000  each.^®  The  result  was  that 
no  applications  were  made,  and  the  rates  had  to  be  greatly 

"Md.  Laws,  184s,  ch.  391. 

"  Idem,  1847,  ch.  230. 

"  Idem,  1844,  ch.  187,  and  1845,  ch.  166. 

^Idem,  1845,  ch.  216.  The  charge  was  originally  $300,  but  tiiis 
was  reduced  in  the  following  year  to  $50  (1846,  ch.  249).  The  fol- 
lowing were  exempt :  sellers  of  agricultural  and  home  manufactured 
products,  and  manufacturers  of  leather,  iron  and  tobacco  (1847, 
ch.  231). 

"Idem,  1841    (December),  ch.  282. 
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modified.^^  These  were  now  fixed  for  stock  brokers,  $75 ; 
exchange-brokers,  $100;  bill-brokers,  $50.^^ 

Foreign  Insurance  Companies. — Agents  of  foreign  insur- 
ance companies — i.  e,,  those  not  incorporated  by  the  state — 
were  subjected  to  an  annual  license  tax  of  $100;  and,  for 
each  company  represented,  the  agent  had  to  take  out  a  sepa- 
rate license.^^  The  treasurer  was  to  publish  in  the  news- 
papers annually  a  list  of  licensed  agents  with  the  names  of 
the  companies  they  represented.  This  new  enactment  did 
not  do  away  with  the  former  tax  on  the  premiums  received 
by  such  agents,  this  latter  tax  being  increased  from  $2  to 
$3  per  $100  of  premiums  so  received. 

Public  Exhibitions,  etc. — Theatricals,  circuses,  and  other 
exhibitions  of  the  kind  were  customarily  licensed  by  the 
local  authorities  in  whose  jurisdiction  they  claimed  to  be ; 
and  the  tax  now  imposed  was  additional  to  such  local  license. 
The  charge  varied  with  the  character  of  the  exhibition, 
the  maximum  rates  being  for  the  counties  $30  for  a  general 
license,  for  Baltimore  City  $3  per  night.^^ 

Stamp  Tax. 

The  stamp  tax  of  1845^*  was  the  most  bitterly  denounced 
of  all  the  taxes  imposed  during  this  period.^^  But,  as  such 
a  tax  was  exceedingly  productive,  easy  to  collect,  and  as, 
moreover,  its  chief  burden  fell  upon  the  commercial  inter- 
ests of  Baltimore  City  and  not  upon  the  rural  districts,  it 
was  continued  in  force  for  several  years.  The  form  of 
the  law  was  simple.  It  required  that  specially  stamped 
paper,  prepared  by  the  government,  and  for  which  a  charge 
was  made,  should  be  used  in  drawing  up  any  of  the  follow- 
ing instruments  of  writing :  bonds,  obligations  or  promissory 
notes  above  $100  in  value,  not  issued  by  a  bank,  and  bills 
of  exchange  or  other  evidences  of  debt  above  $100,  by 

"Governor's  Message,  1842. 

"  Md.  Laws,  1842,  ch.  257. 

"  Idem,  1845,  ch.  167 ;  1846,  ch.  357. 

"Idem,  1841   (December),  ch.  194. 

"Idem,  1844,  ch.  280. 

"Governor's  Message,  1845. 
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whomsoever  issued.  By  a  supplement  of  the  following 
year,  this  requirement  was  extended  to  mortgages  of  over 
$100  and  deeds  and  bills  of  sale,  when  the  amount  exceeded 
$200.^®  The  amount  of  the  charge  for  the  stamp  varied 
from  IOC.  to  $6,  according  to  the  expressed  face  value  of 
the  instrument.  Another  act  of  1846  made  similar  pro- 
vision for  the  payment  of  a  stamp  duty  upon  each  lottery 
ticket  sold  within  the  state,  the  maximum  charge  for  such 
stamp  being  20  cents.®^ 

Other  Taxes. 

Officers'  Commissions. — Beginning  in  1844,  specific  taxes 
were  laid  upon  all  commissions  issued  to  elected  or  ap- 
pointed officials  whose  offices  were  derived  from  the  state. 
All  commissions  were  thereafter  forwarded  to  the  clerks  of 
the  counties,  who  delivered  them  to  the  appointees,  and,  at 
the  time  of  delivery,  collected  the  tax  thereon.^*  The 
amount  of  the  tax  varied  from  $1  for  minor  officials  to 
$300  for  the  sheriff  of  Baltimore  City.^^ 

Policies  of  Insurance. — All  companies  or  individuals  au- 
thorized to  make  insurance,  fire,  life,  or  marine,  were  re- 
quired to  pay  $1  for  each  policy  written  by  them.  Payment 
was  to  be  made  directly  to  the  treasurer  of  the  state ;  and 
the  $1  tax  could  be  commuted  into  a  semiannual  payment 
of  $500.  Failure  to  accept  the  act  on  the  part  of  any  com- 
pany or  individual  was  to  be  penalized  by  requiring  its  poli- 
cies, thereafter,  to  be  printed  upon  stamped  paper.*** 

Protests. — By  an  act  of  1842  the  fee  allowed  the  notaries 
public  for  protesting  notes,  drafts,  bills  of  exchange  and 
checks  was  doubled;  and  the  excess  over  the  former  fee 
was,  thereafter,  paid  into  the  state  treasury.*^ 

"Md.  Laws,  1845,  ch.  193;  1846,  ch.  61;  1847,  ch.  262. 

"Idem,  1845,  ch.  92. 

"Idem,  1843,  ch.  284;  1844,  ch.  260. 

■^Idem,  1847,  ch.  54. 

**  Idem,  1845,  ch.  366. 

"Idem,  1841,  ch.  280;  1844,  ch.  196. 
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Difficulties  of  Collection. 

The  act  of  1841  entrusted  the  levy  and  collection  of  the 
property  tax  entirely  to  the  local  authorities — i.  e.,  the  com- 
missioners or  levy  courts  of  the  counties  and  the  mayor  and 
council  of  Baltimore  City.*^  These  bodies  were  directed  to 
levy  annually  upon  the  assessable  property  within  their 
jurisdictions  the  specified  state  tax,  and  to  appoint  the  neces- 
sary officials  for  its  collection.  The  only  limitations  were 
that  such  collectors  should  be  bonded  to  the  state  for  the 
prompt  collecting  of  the  tax,  and  that  each  member  of  the 
respective  local  bodies  should  be  individually  liable  to  the 
state  for  the  performance  of  his  required  duties.  At  an 
earlier  period  this  policy  of  transacting  state  business 
through  the  local  bodies  presented  no  difficulty,  the  mem- 
bers of  such  bodies  being  appointed  by  the  state  executive 
and  responsible  thereto.  During  the  preceding  fifteen 
years,  however,  the  movement  for  local  autonomy  had  gained 
considerable  headway.  It  had  begun  in  1827,  when  Balti- 
more County  had  been  granted  the  privilege  of  electing  a 
board  of  county  commissioners  with  all  the  powers  formerly 
vested  in  the  levy  court  and  the  commissioners  of  the  tax.*^ 
By  1842  this  method  of  local  administration  had  been  ex- 
tended to  fifteen  counties ;  and,  in  four  others,  the  old  levy 
courts,  although  retained  in  name,  were  made  elective.  The 
result  of  this  change  was  that  the  local  authorities  became 
more  heedful  of  local  opinion  and  less  responsive  to  unpop- 
ular directions  from  the  central  government.  During  the 
period  now  being  considered  this  was  a  matter  of  impor- 
tance. The  action  of  the  Legislature  in  levying  a  direct 
tax,  although  assented  to  in  theory  by  probably  a  majority 
of  the  people,  was  nowhere  popular  in  practice,  and,  in  some 
sections,  was  opposed  most  bitterly. 

The  assessment  of  property  having  proceeded  more 
slowly  than  anticipated,  the  time  for  the  payment  of  the 

"Collectors  were  named  in  the  act  for  Prince  George  County, 
Anne  Arundel  County  and  Howard  District,  but  vacancies  were  to 
be  filled  by  the  levy  court  or  commissioners  of  the  county  concerned. 

"  Md.  Laws,  1826,  ch.  217. 
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tax  of  1 841  had  to  be  extended  till  March  i,  1843.**  Even 
with  this  extension,  however,  the  result  of  the  first  year's 
levy,  as,  indeed,  of  those  of  1842  and  1843  also,  was  very  dis- 
appointing. In  some  counties  the  tax  was  not  even  levied. 
In  others  the  levy  was  made,  but  either  no  collectors  were 
appointed  or  those  appointed  refused  to  serve.  In  few  was 
the  collection  of  the  tax  enforced  with  any  spirit.  In  face 
of  this  emergency  thef  Legislature  was  irresolute.  Strin- 
gent penalties  were  ordained  against  negligent  officials ;  but, 
in  the  infrequent  cases  of  actual  prosecution,  the  local  courts 
and  juries  hesitated  to  condemn.  The  Legislature  itself 
showed  the  utmost  leniency  in  holding  such  officials  to  ac- 
count. An  effort  was  made  to  insure  the  collection  of  the 
tax  by  enacting  that  for  purposes  of  collection  the  state 
tax  should  be  combined  with  the  local  taxes.*''  The  result 
was  simply  that,  in  the  delinquent  counties,  no  taxes  at  all 
were  levied.*^ 

It  is  difficult  to  estimate  just  how  widespread  was  the 
antitax  sentiment.  Somerset,  Worcester  and  Calvert  coun- 
ties were  the  most  flagrant  offenders.  From  these  no 
returns  whatever  were  made  for  some  three  years.  Else- 
where the  opposition  was  more  scattered,  and  usually  con- 
tented itself  with  obstructive  measures,  such  as  intimi- 
dating the  collectors.*^  But  the  failure  of  some  counties 
to  pay  their  portions  of  the  tax  disheartened  others,  and 
made  the  enforcement  of  the  tax  laws  seem  unjust.  The 
antitax  advocates  gained  heart.  Public  meetings  were 
held  where  resolutions  were  passed  in  which  it  was  de- 
clared that,  as  the  arrears  of  interest  were  accumulating 
with  such  hopeless  rapidity,  and  as  the  tax  was  a  great 
oppression  to  the  people,  the  effort  to  pay  off  the  debt  by 
such  a  method  should  be  abandoned.  Open  repudiation  was 
somewhat  disguised  in  the  plan  offered  for  distributing  the 
state's  interests  in  internal  improvement  companies  among 

"Md.  Laws,  1841,  ch.  116. 

"  Idem,  1842,  ch.  269,  and  others. 

"Governor's  Message,  1843. 

"  Niles'  Register,  February  3,  1844. 
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the  holders  of  the  state  bonds  in  settlement  of  their  claims.*® 
In  some  sections  the  matter  was  made  a  political  issue, 
and  antitax  candidates  were  put  forward.*®  But,  not- 
withstanding these  expressions  of  disapproval,  it  would 
api>ear  that  the  majority  of  the  people  were  willing  to  make 
reasonable  sacrifice  for  maintaining  the  state's  credit.  The 
Legislature  at  no  time  gave  official  sanction  to  any  other 
view.  The  gravest  error  of  all  was  that  the  taxes  as  first 
levied  were  too  small.  Even"  if  collected  in  full,  the  total 
proceeds  would,  have  been  insufficient  to  meet  the  demands 
upon  the  treasury.  Confidence  could  not  be  restored  until 
the  addition  of  new  taxes  rendered  it  at  least  possible  for 
the  budget  to  balance. 

Not  until  the  spring  of  1844  did  the  Legislature  assume 
an  aggressive  policy.  Then,  a  law^®  was  passed  provid- 
ing, first,  that  in  case  the  authorities  of  any  county  or 
of  Baltimore  City  should  neglect  to  levy  the  state  tax 
within  the  specified  time,  the  Governor  should  appoint  a  tax 
board  of  three  members  to  perform  this  duty;  second,  that 
where  a  levy  had  been  made  but  no  collectors  had  been 
appointed,  the  Grovemor  should  appoint  collectors  from  the 
residents  of  the  county  or  city  in  question;  and,  finally, 
that  if  collectors  were  not  appointed  either  by  the  local 
authorities  or  by  the  Governor,  the  treasurer  should  appoint 
special  agents  with  authority  to  receive  money  due  on  taxes. 
Payment  to  the  agents  was  voluntary,  but  persons  so  doing 
would  escape  the  interest  charged  upon  those  in  arrears. 
The  authority  given  the  Governor  to  appoint  collectors  in 
delinquent  counties  was  without  effect,  as  he  was  unable 
to  find  persons  willing  to  bear  the  odium.*^^  This  was 
remedied  at  the  next  session  by  providing  that  such  col- 
lectors could  be  chosen  from  persons  resident  outside  the 
counties  in  which  they  were  to  serve  ;'^^  but  this  provision, 

"Niles'  Register,  March  16,  1844. 

Idem,  August  26,  1843. 
"  Md.  Laws,  1843,  ch.  208. 
"  Governor's  Message,  1844. 
"Md.  Laws,  1844,  ch.  236;  1845,  ch.  203. 
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also,  was  rendered  ineffectual  by  the  failure  to  give  the 
Governor  authority  to  compensate  such  collectors.***  There- 
upon, the  treasurer  appointed  agents;  and  these  met  with 
considerable  success.*** 

Minor  laws  of  the  next  session  were  more  successful. 
Swifter  punishment  was  provided  for  those  who  should 
offer  violence  to  a  collector;  any  person  having  a  claim 
against  the  state  was  to  have  the  amount  of  his  taxes  de- 
ducted from  such  claim  ;**^  property  subject  to  the  tax  was 
made  more  immediately  distrainable,  and  the  attorney-gen- 
eral was  authorized  to  buy  in  such  property,  when  this 
should  be  necessary  to  protect  the  state's  interests.**"  The 
actual  content  of  these  coercive  measures,  however,  was 
of  less  importance  than  the  resolute  disposition  shown  in 
their  passage.^^  This,  together  with  Governor  Pratt's  elec- 
tion in  the  fall  of  1844,  was  decisive.  Opposition  died 
down,  and  by  1846  the  collection  of  the  property  tax  was 
in  effective  operation. 

The  difficulty  of  collection  was  not  confined  to  the  prop- 
erty tax;  it  extended  to  all  those  taxes  whose  collection 
depended  upon  the  activity  of  county  officials.  The  spe- 
cific tax  on  watches  and  silver  plate  produced  almost 
nothing.  The  income  tax,  except  in  those  cases  where  the 
tax  could  be  collected  at  the  source,  was  similarly  unpro- 
ductive,"^ and,  in  1848,  was  entirely  repealed.**®  It  had 
been  estimated  that  the  new  taxes  imposed  between  1841 
and  1844,  in  supplement  to  the  property  tax,  would  pro- 
duce $600,000  during  those  three  years.  Instead  of  this 
the  actual  product  was  barely  $15,000.®*^ 

"Governor's  Message,  1845. 

"  Niles'  Register,  i&tS,  February  8. 

"Md.  Laws,  184s,  ch.  145. 

"'Idem,  1845,  ch.  196. 

"  Niles'  Register,  1845,  June  14. 

"^  Treasurer's  Report,  1846. 

"Md.  Laws,  1847,  ch.  252. 

"Governor's  Message,  1844. 
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The  Struggle  for  Resumption. 
(1841-1848). 

In  reviving  the  property  tax,  in  1841,  the  natural  but 
serious  mistake  was  made  of  overestimating  the  amount  of 
assessable  property  within  the  state.  No  general  assess- 
ment had  been  made  for  a  half-century;  and  the  various 
local  assessments  were  notoriously  untrustworty.  Thus,  an 
estimate  of  the  product  of  a  new  assessment  was  little 
more  than  guesswork.  The  Legislature  "  guessed  "  $300,- 
000,000 — $100,000,000  each  for  real  estate,  improvements 
thereon,  and  personal  property;  and  upon  this  basis  the 
rate  was  fixed  at  one  fifth  of  one  per  cent.  The  product 
of  this  rate,  $600,000,  would,  if  fully  collected,  just  about 
meet  the  annual  deficit  due  to  the  interest  on  the  public 
debt.  The  actual  returns  of  the  assessors,  however,  listed 
the  taxable  property  at  only  $196,751,149;^^  and,  from  this 
amount,  considerable  abatements  were  made  by  the  levy 
courts,  the  commissioners  of  the  counties,  and  the  appeal 
tax  court  of  Baltimore  City,  under  the  authority  given  them 
to  revise  the  assessors'  returns.  The  assessment  of  Balti- 
more City,  as  first  made,  was  so  unsatisfactory  that  a  new 
assessment  was  ordered  for  that  city.  This  added  $23,- 
000,000  to  the  taxable  basis;  but,  notwithstanding  this,  no 
attempt  was  made  to  reassess  property  in  the  counties. 
The  taxing  of  private  debts  was  generally  evaded  by  liqui- 
dation,^^ sufficiently  long  at  least  to  have  the  debts  stricken 
from  the  assessment  books.  The  banks  whose  charters  had 
been  extended  by  the  acts  of  1821  and  1835  claimed  to  be 
exempt  from  the  new  law,  under  the  plea  that  the  payment 
of  the  tax  upon  capital  stock  and  the  further  payment  of 
the  "  bonuses "  were  understood  to  have  absolved  them 
from  other  taxation.  The  court  of  appeals  decided  that 
such  was  the  case  with  the  banks  rechartered  by  the  act 
of  1 82 1,  that  the  wording  of  that  act  gave  them  complete 
exemption  from  further  taxation  during  the  continuance  of 

•*  Governor's  Message,  1843.    By  December,  1843,  the  total  assess- 
ment had  been  reduced  to  less  than  $180,000,000. 
"Treasurer's  Report,  1843. 
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their  charters,  which  would  expire  in  1846.  But  the  court 
held  that  the  language  of  the  act  of  1835  did  not  extend 
this  privilege  to  the  banks  rechartered  under  its  provisions." 

The  rate  of  the  property  tax  was  increased  in  1842  from 
one  fifth  to  one  fourth  of  one  per  cent.;  but,  because  of 
the  difficulty  of  collecting  even  such  a  moderate  rate  as 
this,  no  further  increase  was  attempted.  The  easier  course 
was  followed  of  imposing  other  kinds  of  taxes — the  in- 
come tax,  the  stamp  tax,  etc.,  as  already  described.  Col- 
lection of  the  taxes  was  somewhat  accelerated  after  1843 
by  the  system  of  allowing  the  coupons  upon  the  state  bonds 
and  certificates  of  interest  to  be  received  in  payment  of 
the  property  and  income  taxes.^*  At  first,  this  privilege 
was  restricted  to  the  use  of  such  coupons  and  certificates 
only  as  were  payable  in  the  year  in  which  they  were  offered ; 
but,  later,  the  privilege  was  made  general.  As  these  cou- 
pons and  certificates  were  selling  at  a  discount  in  the 
market,  the  permission  to  use  them  in  payment  of  taxes 
was  accepted  quite  generally.  Out  of  the  $523,000  received 
in  1846  from  the  property  and  income  taxes,  all  but  $50,000 
was  in  the  form  of  coupons.  The  coupons  of  interest  upon 
the  state  bonds,  held  by  the  treasurer  to  the  credit  of  the 
sinking  fund,  were  treated  in  the  same  manner.®*^  They 
were  sold  by  the  treasurer  for  what  they  would  bring  in 
the  open  market,  and  the  proceeds  invested  for  the  benefit 
of  that  fund. 

Numerous  plans  were  devised  for  the  relief  of  the  state's 
financial  embarrassment.  It  was  urged  by  one  party  that 
the  National  Government  should  assume  the  debts  of  the 
individual  states.*®  A  joint  resolution  of  the  houses  de- 
manded that  the  United  States  should  fulfill  the  promise  of 
the  Surplus  Revenue  Distribution  Act  of  1837,  which  had 
been  repealed  before  the  fourth  instalment  had  been  de- 
posited with  the  states.    The  diversion  of  the  school  fund 

"Governor's  Message,  1848. 
"*  Md.  Laws,  1842,  ch.  189. 
"Idem,  1843,  Resolution  20. 

"Idem,  1844,  Resolution  17.  Public  Document  K,  1843.  Gover- 
nor's Messages,  1840,  1842  and  1843. 
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and  of  the  sinking  fund  to  the  purpose  of  interest  payment 
was  urged,  but  was  never  acted  upon.  More  successful 
were  the  efforts  made  to  reduce  the  ordinary  expenses  of 
the  state.  The  separate  staff  of  officials  previously  allowed 
the  Eastern  Shore  was  almost  entirely  abolished — including 
the  treasurer  of  the  Eastern  Shore — and  the,  performance 
of  their  duties  transferred  to  the  corresponding  Western 
Shore  officials.  Other  minor  offices  were  abolished,  and  the 
salaries  of  some  important  ones  reduced,  the  Governor's 
to  $2000,  the  secretary  of  state's  to  $1000^^  and  the  chan- 
cellor's to  $3000.®^  Most  important  of  all  the  retrenchment 
measures  was  the  substitution  of  biennial  for  annual  ses- 
sions of  the  Legislature.®^ 

In  1843  an  act  was  passed  authorizing  the  sale  of  the 
more  important  of  the  state's  investments  in  internal  im- 
provement companies,  and  directing  the  treasurer  to  adver- 
tise in  foreign  and  domestic  papers  for  proposals.'^*'  The 
minimum  terms  which  he  was  authorized  to  accept  for  the 
several  investments  were  as  follows: 


The  Chesapeake  and  Ohio  Canal $5,000,000 

The  Baltimore  and  Ohio  Railroad 4,200,000 

The  Susquehanna  and  Tidewater  Canal 1,000,000 

The  Baltimore  and  Susquehanna  Railroad 1,500,000 

Payment  was  to  be  made  in  state  stock  bearing  not  less 
than  5  per  cent,  interest.  Advertisement  was  duly  made 
but  without  result.  The  only  offer  received  was  for  the 
state's  interest  in  the  Tidewater  Canal  Company;  and  even 
this  was  not  satisfactory.^^ 

Although  it  was  no  longer  possible  for  the  state  to  assist 
the  several  railroads  and  canals  in  which  it  was  interested, 
their  success  was  still  regarded  as  the  ultimate  means  of 
saving  the  state's  credit.  For  a  time,  however,  all  of  those 
undertakings  languished.     The  Baltimore  and  Ohio  Rail- 

"  Md.  Laws,  1845,  ch.  232. 

Idem,  1846,  Resolution  19. 
"•  Idem,  1845,  ch.  269 ;  confirmed  1846,  ch.  306. 
"Idem,  1842,  ch.  301. 
"Treasurer's  Report,  1843. 
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road  was  of  least  burden  to  the  state.  The  $3,ocx),ooo 
worth  of  state  bonds  loaned  that  road  under  the  acts  of  1836 
and  1839  were  still  in  the  hands  of  the  company,  and  were 
not  disposed  of  until  1850-51.  In  the  mean  time  the  inter- 
est thereon  did  not  have  to  be  met ;  and  the  occasional  divi- 
dends declared  by  the  company,  together  with  the  tax  on 
the  Washington  Branch,  compensated  the  treasury  for  the 
interest  on  the  stock  issued  by  the  state  for  the  benefit  of  the 
Baltimore  and  Ohio  Railroad.  In  1842  the  road  reached 
Cumberland ;  but  it  was  not  until  six  years  later  that  active 
work  upon  the  western  extension  was  begun. 

The  Chesapeake  and  Ohio  Canal  Company  made  no  prog- 
ress at  all  between  1840  and  1844.  At  the  March  session, 
1841,^2  the  Legislature  had  authorized  another  loan  of 
$2,000,000  to  complete  the  canal  to  Cumberland,  but  upon 
such  conditions  that  the  company  was  unable  to  comply."^* 
Even  if  the  conditions  had  been  fulfilled,  it  would  have  been 
impossible  to  have  negotiated  a  sale  of  state  bonds.  In 
1845  the  final  step  was  taken.  The  Legislature  agreed  to 
postpone  the  state's  liens  upon  the  canal  in  favor  of  a  loan 
by  the  company  itself  ;'^*  and,  by  this  means,  the  canal  was 
completed  to  Cumberland  in  1850. 

The  Baltimore  and  Susquehanna  Railroad  and  the  Tide- 
water Canal,  bidding  as  they  did  for  the  trade  of  the  same 
region,  developed  an  intense  rivalry,^*^  much  as  the  Balti- 
more and  Ohio  Railroad  and  the  Chesapeake  and  Ohio 
Canal  had  previously  done.  Largely  because  of  this,  neither 
company  earned  sufficient  profits  to  enable  it  to  meet  with 
regularity  the  interest  upon  the  loans  from  the  state.  Their 
interest  arrears  became  formidable ;  and  provision  was  made 
by  the  Legislature  for  funding  these  arrears  into  new  bonds. 

By  the  middle  of  1846  the  receipts  from  the  new  taxes 
had  so  increased  that  the  revenues  of  the  treasury  exceeded 
all  the  necessary  expenditures  for  that  year,  with  the  excep- 

"Md.  Laws,  1841   (March),  ch.  30. 
"Treasurer's  Report,  1841. 
"  Md.  Laws,  1844,  ch.  281. 
"Governor's  Message,  1846. 
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tion  of  the  sum  due  for  interest  arrears.  The  gradual  im- 
provement in  the  financial  condition  of  the  state  from  184 1 
to  1848  is  shown  in  the  following  table  :^® 


ToUl  Receipts. 

Receipts  from 
Property  Tax.* 

Paid  on 

Account  of 

Interest. 

Arrears  of  In- 
terest at  Close 
of  Year. 

1842 

1843 

1844 

1845 
1846 

1847 
1848 

1542,910 
680,429 
743,480 
966,589 
917,888 

1,374,904 
1,000,572 

$254,353 
367,233 
376,333 
507,781 
523,049 
769,821 
548,019 

$49,506 
273,376 
395,060 
710,785 
732,290 
926,667 
751.166 

1859,656 

1,171,873 
1,450,962 
1,376,891 
1,300,023 
969,000 
854,003 

♦The  receipts  from  the  income  tax  and  from  the  tax  on  officers* 
fees  are  here  included  under  the  receipts  from  the  property  tax,  as 
the  treasurer's  reports  do  not  separate  the  three  items.  The  former 
two  items,  however,  were  not  large,  and  do  not  greatly  affect  the 
above  figures. 

Full  resumption  of  interest  payment  could  probably  have 
been  effected  as  early  as  1846;  but  the  Legislature  waited 
until  the  success  of  resumption  was  assured  beyond  all  risk 
of  a  second  suspension  before  authorizing  this  step.  In  the 
spring  of  1847  the  necessary  act  was  finally  passed.'^^  The 
commissioner  of  loans  was  directed  to  receive  all  outstand- 
ing coupons  and  certificates  of  debt  and  issue  therefor  an 
equivalent  amount  of  new  state  bonds;  and  the  treasurer 
was  ordered  to  resume  the  payment  of  interest  upon  all  state 
bonds  on  January  i,  1848.  In  case  of  insufficient  funds, 
however,  the  interest  on  the  original  debt  was  to  be  first 
paid;  but,  in  anticipation  of  current  revenue,  the  treasurer 
was  authorized  to  borrow  upon  the  security  of  the  state's 
holdings  of  bank  stock.  Coupons  and  certificates  of  inter- 
est were  not  to  be  received  in  payment  of  taxes  after  Octo- 
ber I,  1847.'^®  Doubt  as  to  the  success  of  the  resumption 
scheme  still  kept  coupons  and  certificates  of  interest  at  a 
discount  on  the  market;  and  taxpayers  hastened  to  avail 

"  Scharf,  History  of  Maryland,  Vol.  Ill,  pp.  215-216,  gives  a  sim- 
ilar table. 

"Md.  Laws,  1846,  ch.  238  (March  8,  1847). 

"Report  of  Ways  and  Means  Committee,  1847  (Public  Docu- 
ment U). 
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themselves  of  the  limited  permission  to  pay  their  taxes  in 
the  depreciated  medium.  As  a  consequence,  the  receipt  of 
coupons  and  certificates  of  interest  was  so  large  that  the 
arrears  of  interest  were  greatly  reduced.  Conforming  to 
the  directions  of  the  act,  the  outstanding  coupons  up  to 
January  i,  1848,  were  duly  funded,  and,  upon  that  date,  the 
treasurer  resumed  payment  upon  the  full  amount  of  the 
state's  debt. 
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TABLES. 

Note. — The  compilation  of  the  following  tables  has  been 
a  matter  of  considerable  difficulty.  Very  few  manuscript 
reports  could  be  located;  and  the  printed  records  are  far 
from  complete.  After  1825  the  "  Public  Documents  "  give 
material  for  fairly  exhaustive  financial  statistics;  but,  for 
the  figures  prior  to  that  year,  it  has  been  necessary  to  depend 
upon  such  abbreviated  reports  as  appear  in  the  Journals  of 
the  House  and  Senate,  supplemented  by  occasional  items  in 
contemporary  periodicals  and  chance  references  here  and 
there.  Moreover,  the  system  of  bookkeeping  was  compli- 
cated and  not  always  evident.  As  a  result,  it  has  been  found 
impossible  to  employ  a  scientific  classification  of  receipts  and 
expenditures,  and  the  columns  headed  "  Miscellaneous  "  are 
undesirably  inclusive.  Under  this  heading  had  to  be  put 
the  receipts  into  the  Eastern  Shore  treasury,  these  being 
insufficiently  itemized  to  permit  of  classification.  Fortu- 
nately the  total  amount  of  such  receipts  was  not  important. 
Furthermore,  it  has  been  necessary  to  exclude  entirely  the 
receipts  from  the  bank  tax  of  1814,  the  product  of  this  tax 
having  been  transferred  directly  to  the  "  Free  School  Fund  " 
and  not  entered  in  the  regular  statements  of  the  treasury. 
To  offset  this,  the  expenditures  for  the  "  Free  School  Fund  " 
are  omitted  from  the  table. 
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Year. 

Funded  Debt. 

Sinking:  Fund. 

Yfx. 

Funded  Debt. 

Sinking  Fond. 

1822 

;5;3o,cx)o.oo 

1836 

14,747,747.03 

1726,451.28 

1823 

57,947.30 

1837 

5,011,980.73 

810,306.63 

1824 

57,947-30 

J!55,953-8o 

1838 

7,995,334.39 

963,380.15 

1825 

57,947-30 

7,810.80 

1839 

14,334,148.90 

1,013,372.66 

1826 

57,947-30 

9,731-80 

1840 

15,109,026.22 

1,076,533.88 

1827 

125,947-30 

12,123.93 

184I 

15,213,184.67 

1,159,438.80 

1828 

180,947.30 

17,723.43 

1842 

15,211,393.94 

1,175,625.00 

1829 

? 

21,594-43 

1843 

15,204,784.98 

1,186,818.27 
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601,447.30 

25,83943 
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1,276,306.79 

183I 

695,497-08 

30,001.43 

1845 
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1,411,911.54 

1832 

884,967.08 

34,218.18 

1846 

15,211,784.98 

1,515,227.01 

1833 

1,109,620.76 

51,456.13 

1847 

15,434,706.98 

1,642,934.01 

1834 

1,839,620.76 

55,103.63 

1848 

16,143,077.43 

1,786,512.14 

1835 

2,984,947-30 

452,769.61 

1849 

15,909,981.18 

1,892,537.61 
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